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Men in the financial world need 
substantial life insurance as a Stabi- 


lizer in their Personal Affairs 






I. this economic situation the cer- 
tainty of life insurance in its investment features stands out in high 
relief. People realize more than ever how necessary such insurance 
is as a foundation on which to build personal, family and business 
security. 

They know that in case of necessity the cash values of their life 
insurance are immediately available to tide them over difficulties when 
accommodation is needed. 

Then, too, it has become widely known that no matter how few 
premiums have been paid, the dependents have been made safe, for 
they will receive the full amount if the policy is in force at death. 













Of equal moment is the fact that the public has been educated to 
realize that life insurance can provide for the insured’s own later 
years and that he can arrange to enjoy its benefits, either in cash or as 
a monthly income for life. 










AT 
LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


A dividend-paying mutual company, more than 69 years in business. Paid 
policyholders in 1931 over 87 millions of dollars. Assets $621,278,133; reserves 
and all other liabilities $577,452,317; general safety fund $43,825,816. Complete 
life insurance service for financial and family protection. All forms of annuities; 
also group life, group accident and sickness. 









Joun Haxcocx Inqumy Bureau, 197 Clarendon Street, Boston, Massachusetts 


Please send me your booklet, “My Financial Problems.” 
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serves 1,662 cities and towns of twenty states . . . combined 
population 6,000,000. .. total customers 1,603,403 ...installed 
generating capacity 1,588,002 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 























CONTINUOUSLY HELPFUL 
Adjustable 





Stock Ratings 


A 120-Page Pocket-Size 
Reference Booklet 





Compiled and Issued 
Monthly from Data of 
The Magazine of Wall Street 





Brief Statistical Reviews and 

Expert Ratings of Over 1600 

Listed Securities — Alphabeti- 
cally Arranged. 





These monthly Adjustable 
Stock Ratings are of inesti- 
mable help in keeping up to 
date on all securities in which 
investors are interested and 
in checking changes in the 
outlook for securities previ- 
ously purchased. 


Now, more than ever, you 
will want the guidance of Ad- 


justable Stock Ratings so | 


that you can— 


—Avoid companies not likely 
to recover. 


—See at a glance any danger 
signals on previous pur- 
chases. 


—Know which industries are 
progressing—which are de- 
clining. 


—Know what .companies of- 
fer the soundest profit pos- 
sibilities. 


—Have all the essential facts 
all the time. 











Issued on the 15th of each 
month. 


The Magazine of Wall Street 

90 Broad Street, New York. 
I enclose $2.50. Send me ADJUST: 
ABLE STOCK RATINGS monthly 


for one year. 
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Three Important Predictions 
By A. W. WETSEL 





—and the third may prove to be the greatest of all 


N September 2nd, 1929, A. W. 
Wetsel clearly pointed out that 
the upward movement of stock prices 
was exhausting itself and the next 
major movement would be down— 
precipitately down. It was not a pop- 
ular prediction and for some weeks 
there were many scoffers. After the 
first drastic break of early October the 
scoffers disappeared but there were a 
few skeptics left. It might have been 
a lucky guess. Others asking for ad- 
vice immediately after this break were 
told there would be a substantial rally 
and were also told at what prices to 
get out on that rally. It occurred and 
they got their prices. It then began to 
dawn on many people that there was 
something more than guesswork in 
connection with a Wetsel prediction. 
But at any rate that was important 
prediction No. 1. 

Following that, Mr. Wetsel confined 
himself to his own clientele and from 
technical analysis repeatedly pointed 
out turn after turn of short and inter- 
mediary duration. Then came April 
15, 1931. Probably this was in many 
respects the most critical point in the 
entire bear market. The early months 
of the year had witnessed an upswing 
which extended to business and com- 
modities and had inspired economists, 
business men and many others with 
the belief that THEN was the-time to 
buy—and many did buy. After a few 
weeks of receding prices a hardening 
period set in lasting for 11 days and 
further confirmed confidence in many 
to buy. Mr. Wetsel then dictated a 
special telegram reading, “Market 
absolutely hopeless—sell all trading 
and investment holdings.” 

And this prediction was not popu- 
larly received—but it proved to be 
important prediction No. 2. 


Prediction No. 3 


Now, on July 7 the A. W. Wetsel 
Advisory Service covered its last 
“short” position. On July 9th we 
began to buy stocks on a broad scale. 
Mr. Wetsel stated that a turn was 
imminent and furthermore stated ex- 
actly what the nature of the upturn 
would be—namely: (1) that the turn 
would take place suddenly, (2) that 
the market, in terms of published 
averages, would not spend much time 
around the low point, (3) that prices 


-Mr. A. W. Wetsel and essential 


would advance persistently—if not 
sharply, (4) that practically all stocks 
would share in the recovery, (5) that 
second and third rate issues would 
appreciate proportionately more than 
high grade stocks, and (6) that se- 
securities would advance substantially 
before business actually improved .. . 
that business could not and would not 
improve until securities advanced. 


Why This Record Is Given 


This record is here given to show 
that there is a great deal more known 
about WHEN to buy and WHEN to 
sell than is generally supposed. 

But the importance of this knowl- 
edge lies, not in picking out high 
spots, as in the case of the above three 
outstanding predictions—but in being 
able to forecast short and intermediary 
price movements with consistent ac- 
curacy, Itis only through such knowl- 
edge that investors can abandon weak 
and’ ineffective policies which have 
caused them losses and enable them to 
turn with confidence to a flexible or 
scientific trading policy as a solution 
to their problems. 


| What was NOT Predicted 


It is important therefore to care- 
fully discriminate between what Mr. 
Wetsel did predict and what he did 
NOT predict. He did predict the 
down turn of 1929 and its nature. He 
did NOT predict a three year bear 
market. He did predict the turn from 
July 9, 1932, and foretold its character 
accurately. This enabled clients to 
obtain ful! advantage of the upturn. 
He did not predict that this would 
mark the beginning of a sustained 
bull market. 

Such long term predictions, in our 
opinion, are utterly impossible to 


Note: On October 22, 1931, 


members of his staff resigned 
from and severed all connection 
with the Wetsel Market Bureau, 
Inc., and established a new or- 
ganization which has afforded 


Wetsel’s investment and trading 
services. The A. W. Wetsel 
Advisory Service is an organi- 


A. W. Wetsel Advisory Service 
1540 Chrysler Building 


make and, what is more. to the point, 
they are unnecessary. If one adopts 
a flexible trading policy and is con- 
sistently correct on the short and 
intermediary swings the Long Pull 
takes care of itself. 


True Conservatism Achieved 
by Action 


In this and in no other way can rapid 
recovery of capital be obtained, and 
real protection be assured. In more 
ways than one the informed trader is 
simply the most conservative of in- 
vestors—he achieves conservatism by 
action instead of inaction. This intel- 
ligent way of regarding the business 
of investing is dealt with clearly and 
courageously in an article by a mem- 
ber of the staff of the A. W. Wetsel 
Advisory Service entitled—“How to 
Protect Your Capital and Accelerate 
Its Growth—Through Trading.” 


It has probably done more to help 
people divest their minds of the falla- 
cies and. half truths which are really 
responsible for their losses—and to 
give them a working grasp of the 
positive philosophy which makes for 
success in investing than any piece of 
writing that we know of. 


Methods That Protect and 
Produce Results 


This article shows that you need not 
wait to enjoy the benefits of correct in- 
vestment management—it shows why you 
need not fear further market declines or 
even possible failures on the part of cor- 
porations—but on the contrary how you 
can put these methods to work for your 
protection and gain—at once. 


Fill in the blank below and we will send 
you “How to Protect Your Capital and 
Accelerate Its Growth—Through Trading” 
without obligation. 


New York, N. Y. 


Send me, without obligation, article by E. B. Har- 
mon, “How to Protect Your Capital and Acceler- 
ate Its Growth—Through Trading.” 


MW 5 
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zation standing for independent 
investment counsel. and has no 
connection with any other or- 
ganization whatever. 
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Odd 
Lots 


100 
Share Lots 


We offer a complete 
brokerage service to 
both “Odd Lot” and 
“Full Lot” buyers. We 
are pleased to consult 
with investors in re- 
gard to their holdings. 


Our clients are cordi- 
ally invited to make use 
of our board rooms. 


Trading Booklet 


Sent upon Request. 


Please mention M.W. 544 


oe. % 
John Muir @ 
Members 
New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 




















Wall Street Stock Selector 


W. D. Gann’s latest book brings his “Truth 
of the Stock Tape” up to date; explains 
the 1929 Bull Market and the cause of the 
panic which followed. People lose money 
in stocks because they guess and gamble 
on hope. The men who make money have 
definite rules for trading. You need a 
Wall Street education and this book gives 
you more real market knowledge than you 
can get from any other source. One reader 
writes: “It ts truly the, most wonderful 
and enlightening book I have ever been 
privileged to study.’ The book contains 
41 charts proving the rules. Price 4 re- 
paid, Description free. Ask for MW-9 


FINANCIAL GUARDIAN PUB. CO. 
99 Wail Street | New York, N. Y. 
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A Moratorium to Regret 


“Of all sad words of tongue or pen, 
The saddest are these: It might have 
been.” 


O wrote the poet Whittier. They 
are not only the saddest but also 
the most deadly. 

Of all the evils that have come from 
the business storm none is worse than 
that of the chronic repining of those 
who saw their fortunes swept away. 
The country is full of men and women 
who are paralyzed for present recon- 
struction by the recollection of re- 
cently past destruction. The con- 
templation of what might have been, 
contrasted with what has come to 
pass, absorbs all their emotional and 
intellectual energy. With their atten- 
tion forever fixed on what escaped 
them they are unable to pursue the op- 
portunities that remain. 

If these unfortunates could only be 
subjected to a limited amnesia they 


would soon be on their way again to 
fortune and achievement. Just blot out 
the consciousness that they lost and 
they would be ready to win. After all, 
the sweetness of life is not so much in 
the goal as in the road to it. The fun 
of having a fortune is nothing to the 
fun of winning it. It was pardonable 
and even excusable for a man to mope 
while the current still set against him 
and all of us. But now that it sets with 
him and his hopes there is no extenua- 
tion for gnawing regret. One might 
as well be dead as embalmed in his own 
memory. 

Life is for the living, death for the 
dead. It is a great game. It has no 
room for those who do not play. Op- 
portunity always comes to the persist- 
ent players. Count your past losses 
and disappointments as the price of 
great moments that went before them. 
Get into the game again, and squeeze 
every drop of honey out of every 


moment of the play. Speaking in a 
business way it may be that your health 
is better than it was in the days of 
luxury. Doubtless your judgment is 
better and your temperament cooler. 
The chances are that you will be able 
to make as much out of little as you 
once could out of much. You will be 
a better player and get more satisfac- 
tion out of your playing. And then, 
if in the end you find that you have 
achieved your goal you will be wise 
and restrained enough to hold it. 

When you cast the bitter past into 
oblivion and face the future with 
courage, hope and skill you can reckon 
that millions of others are doing the 
same. The time has come for us all 
to rally and face forward. The way 
may be long and rough, tedious and 
arduous, but there it is. We must fol- 
low it with the tempo of the other 
marchers or lose again even as the road 
to fortune is opening up. 
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After Election—What? 


By THEODORE M. KNAPPEN 


A critical analysis of what may be expected in business and finance as a result of new 


national policies. 


How Are Our Biggest Corporations Faring in An Age That Favors 


Return of Small Business? 


By Haro_D T. RUTHERFORD 


The Outstanding Stock of the Next Bull Market 


By JoHN D. C. WELDON 


What stock has potentialities of being the General Motors or the Radio of 1933 
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3 
Valuable Guides 
FREE 


If you act now 








3 Steps to Investment Success 


If you are a new reader of The Magazine of Wall Street, 
or do not read it regularly, these three brochures will repay 
you many times over for the short time you spend to read 
them thoroughly. Clearly and simply written by The Maga- 
zine of Wall Street’s three best known writers, they can 
provide you with a complete understanding of the “hows” 
and “whys” of successful trading and investing. 


What Every Investor Wants to Know About Market 
Cycles presents a readily understandable explanation of the 
three phases of major price movements—indicating the time 
when real investment opportunities are to be had, and when 
to stay out of the market. 


Income and Profit Building is written for those who desire 
to avoid speculative risks; who want to buy at prices low 
enough to warrant a profit and, at the same time, earn a 


substantial return. 
Principles of Successful Stock Speculation offers funda- 


mental principles. Only those who have a complete grasp 
on these principles can afford greater risks for greater profits. 














Canadian and Foreign Postage $1.00 Extra. 
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These Guides Are Not Sold 


They were prepared so new readers may quickly and profit- 
ably follow the forecasts and many timely features appearing 
in The Magazine of Wall Street fortnightly. They are not 
sold separately, and are offered free with a year’s subscrip- 
tion to The Magazine of Wall Street only as long as the 
limited supply lasts. 


Free Now with 
Personal Inquiry Service 


_It will pay you to take advantage of this offer. In addi- 
tion to the 26 issues of The Magazine of Wall Street for 
one year and the three free guides to early market success— 
your subscribing now will entitle you to personal opinions on 
any listed securities in which you may be interested. These 
personal opinions are yours throughout the length of your 
subscription—the only stipulation being that inquiries be con- 
fined to not more than three stocks or bonds at one time. 
_ Perhaps you have been intending to subscribe for some 
time. Subscribe now while this limited offer is in effect — 
while the limited supply of guides is available. 


-------—----———- Mail This Coupon Today --——-—-—-———--—----} 


of $7.50 is to cover subscription to 
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Publisher's Note:—If you are already a subscriber, your subscription will be extended from present date of 


Oct. 1-32-G 


Keep The Magazine of Wall Street, 
Cotntantaues 90 Broad Street, New York. 
y I wish to take advantage of your Special Offer. Inclosed 5 
Posted The Magazine of Wall Street for one year, 26 issues. This entitles me to your Three Guides FREE. 
and Secure regarding securities I hold or plan to buy. 
Valuable Name PEPE SAR ASAP STOO SOMO DLHs. ©8964 BD s 6.50 0:8. 6800 Oh OH0 6606.0 00:06 6 0060S CO OSS» 
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The Trend of Events 


—Germany’s Blunder 

—Dollars Return from Hoarding 
—Time for Conversion 
—Brighter Days for Retail Trade 
—The Bonus Threat 

—The Market Prospect 


GERMANY’S 


ERMANY’S naive idea of re- 
BLUNDER 


writing the Treaty of Ver- 
sailles without consulting the 
other signatories has been rudely squelched. France 
and England stand together against this destructive 
procedure, and the United States reminds the Germans 
that equality of armaments should be sought 
through general reduction rather than through increase 
of Germany’s forces. Doubtless the present Ger- 
man government was playing home politics when 
it announced its intention of rearming the Reich re- 
gardless of treaty obligations. It was trying to steal 
Hitler’s thunder. It may have been admirable from the 
standpoint of domestic politics to beard the victors 
but it was bad international politics. Since Lausanne, 
France and England have been more and more disposed 


to accord equitable treatment to Germany. _Inter- 
national tension was greatly relieved, and the effects 
on world economics were salutary. The armament 
threat revived concern and brought Germany into dis- 
favor in the court of world opinion. The march of 
events is all in Germany’s favor. She has only to bide 
her time. Her role is to cultivate good will, not to 
stir up enmity. She needs all the friends she can 
muster, both in diplomacy and business. No nation 
can profit more than Germany from peace and har- 
mony; none can lose more from discord. The world 
is more interested in recovery than in the abstract 
justice of Germany’s aspirations. She will get all that 
she ought to have with a little patience; she may lose 
all that she has gained with a little more ineptitude. 


—=——, 


HE dollars are marching 
back to the banks from 
the wilderness of de- 

spair. They fertilized that wilderness. As they leave 

it the jungle withers. As they enter the banks, credit 
blossoms. At present the dollars are. leaving their 
hiding place at the rate of 25 to 50 millions a week. 

Every dollar that emerges creates a pull for others to 

follow its example. The laggards may return in an 

avalanche. If they do so we may be surprised by a 

rapid comeback of business. The dollars are coming 

into the open because they are wasting away in ob- 


DOLLARS RETURN 
FROM HOARDING 
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scurity when prices are advancing. Idle money is a 
poor investment when prices rise—a losing investment. 
Getting into action it boosts prices, stimulates business 
and grows. Returning dollars smashed the hard times 
of 1907. Maybe they will do likewise in 1932. 


—, 
TIME FOR BOUT one-fourth of the 
CONVERSION obligations of the United 


States Government are in 
the short-time form of treasury notes and certificates of 
indebtedness. Five billion dollars is an enormous 
amount of money to be tied up in what are virtually 
bank loans. It amounts to a reward for banking in- 
ertness. It is the cheapest form of borrowing: natural- 
ly, the Treasury is reluctant to add to the burden of 
the debt service in this time of economy by converting 
the floating debt into bonds. But there are other con- 
siderations. Money is about as chear as it will be. 
When business revives both short-time and long-time 
money will be dearer, and brief financing will become 
dificult. The Government ought not to be a com- 
petitor with private business for its ordinary credit 
needs. Sooner or later it will be compelled to convert 
the present short time paper into bonds. In view of 
the over-built industrial plant of the nation and the 
suspicion with which foreign financing is viewed it will 
be some time before private funds will flow in large 
volume into new private obligations. A considerable 
Government bond issue would not interfere with capi- 
tal expenditures and would at the same time afford an 
outlet for cautious idle funds. By getting out of bank 
borrowing the Treasury would turn banking thought 
more to commercial lending. The members of the 
Federal Reserve System now have 2 billion dollars more 
invested in Government securities than they had three 
years ago, although the total of their loans and invest- 
ments is down ten billion. Anything that will cause 
the banks to function more as banks and less as invest- 
ment trusts for their shareholders will contribute to that 
injection of credit into business which has been for 
many months the avowed policy of the Reserve system 
and, presumably, of the Government. 


— 


O business lends it- 
self less readily to 
current _ statistical 
analysis than retail trade. Its trend is confused by 
many cross currents and official information usually is 
little more than past history. Thus, we know now 
that, despite rising security prices and a vast improve- 
ment in public sentiment, retail trade was at virtually 
the lowest level of the depression during August. At 
present, however, it is gratifying to note that scattered 
and unofficial reports indicate very strongly that the 
final trade figures for September will show a hearten- 
ing improvement. In New York City and vicinity de- 
partment store sales advanced in more than seasonal 
fashion during the week after Labor Day. This spurt 


BRIGHTER DAYS FOR 
RETAIL TRADE 


has since quieted down, but whereas sales in August 
ranged from 20 to 30 per cent under those for the 
same month of 1931, many merchants believe the Sep- 
tember totals will prove to have been only 10 to 15 
per cent below the previous year. The New York 
stores are favored by the first normal autumn weather 
in several seasons. The majority have substantially re- 
plenished stocks in the hope that better demand is 
ahead. Reports from other sections of the country are 
slightly less cheerful but do indicate that the trade 
slump has halted. 


=~ 
THE BONUS N no public utterance has Presi- 
THREAT dent Hoover been more frank and 


convincing than in his recent flat 
assertion that adoption of veterans’ bonus legislation, as 
demanded by the American Legion, would be a national 
calamity. Although at this writing Mr. Roosevelt has 
not made clear his personal attitude, it is worth point- 
ing out that at the Democratic National Convention 
an insistent minority effort was made to obtain that 
party’s endorsement of the bonus and that the proposal 
was overwhelmingly defeated. There is no reason to 
suppose that the Democratic candidate will take a posi- 
tion in conflict with that taken by his party in con- 
vention assembled. Regardless of the election, the 
bonus danger does not center at the White House. 
It centers in Congress. While the agitation will 
hardly become active before December, the battle 
lines are now being drawn. On the one hand we 
have a thoroughly organized minority group using all 
of the arts of an effective lobby to gain a purely selfish 
end. Opposing this is an undoubtedly strong, but 
unorganized, public opinion. There is no time to be 
lost. The least that any citizen can do is to write his 
representatives in Congress. Moreover, the majority, 
whose financial welfare would be definitely threatened 
by the inflationary results of the bonus, should take 
a cue from the United States Chamber of Commerce 
and conduct the attack along offensive, rather than 
defensive, lines. This organization not only opposes 
the bonus but demands a reduction of $400,000,000 
a year in present expenditures on behalf of veterans 
whose difficulties are not remotely connected with the 
war. The war is over. We will continue to take 
generous care of those with legitimate claims, but it 
is time that the vaults of the Treasury be closed to 
those other veterans who apparently believe that a rela- 
tively brief period in uniform entitles them to exact 
permanent financial tribute. 


a 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec: 

tive trend of the market on page 636. The counsel 

embodied in this feature should be considered in con- 

nection with all investment suggestions elsewhere in 
this issue. Monday, September 26, 1932. 
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As [ SCC fs [ — By Charles Benedict 


The Dominant Issue of the Campaign 


O far as we have been able to observe the political 
orators have not been able to arouse popular enthu- 
siasm. over a single issue in the platform of either 
party. The fact is that the issue is expressed in no plank. 


In truth, the central cleavage of this campaign is not an. 


issue at all, it is entirely a question of confidence regarding 
the business future, of hope or of despair. 

Adversity has sharpened the critical faculty of the nation. 
There is a view in some quarters that the Hoover admin- 
istration has done nothing to improve the business situation 
except to resort to palliatives which will make the ultimate 
estate of the patient worse than ever. In less sophisticated 
quarters there is a general belief that while the palliatives 
were in the right direction timidity kept them from being 
fundamental cures. Others hold that they represent merely 
the frantic eleventh hour efforts of the administration to 
save the political situation after three years of economic 
futility. 

The hostilely critical attitude of the public militates 
against Mr. Hoover's election and helps Mr. Roosevelt. 
The former is necessarily blamed for what is, while the 
latter can be praised for what may be. The dismal facts 
of the times cannot be denied, but none can question that 
the future may be bright. Men always seek solace for 
present misery in fond hopes of the future. 

It results that the Republican party, being charged with 
many of the ills of the depression, if not with the depression 
itself, now finds itself in precisely the same position as that 
of its opponent in 1920. Bitterness and dissatisfaction over 
the conduct of the war and the attendant trials of the post- 
war period gave rise to the demand for change at that time 
—and it came overwhelmingly. The government that had 
successfully conducted the greatest war in the history of 
the Republic was incontinently thrown out of office. That 
Mr. Hoover may have been brilliantly directing the great- 
est planned offensive against business depression ever under- 
taken by. a government, may not save him and _ his 
party from the wrath of voters stirred by present 
wretchedness. 

Foremost among the bitter and disillusioned are the un- 
employed. They are men and women of little faith in Mr. 
Hoover,: these millions of the jobless whose numbers have 
been and are still increasing, whose 
misery augments day by day as the 
worst winter of this tragic period ap- 
proaches. They and their dependents 
include at least one-fifth of the popu- 
lation and control at least a fifth of the 
voters. Standing with them are the . 
millions on part time, reduced pay, 
short rations and haunted by terrifying 
apprehension. 

With the mechanization of industry 
definitely pointing to the imperative 
necessity of spreading out work, vir- 
tually nothing has been done. So far 
scarcely a crumb of financial relief has 
fallen from the table of the Government 
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to the laps of the needy and jobless while billions have been 
spent to bolster up the banking and industrial structures. 
Labor has been wonderfully patient and co-operative in 
its, distress—confident that the problem of employment or 
relief would be settled. There has been little social unrest 
and virtually no turmoil. But it has about lost hope of 
succor from anything that the administration has done or 
will do. Unless the confidence of the unemployed in the 
capacity of the present government to restore prosperity 
can be revived the unemployed will plump en masse for 
Roosevelt—and elect him. 

Two factors can alter the situation so that on November 
8 there will be more voters who have more confidence in 
Mr. Hoover than in Mr. Roosevelt. 

First, a distinct and rapid improvement in business ac- 
companied by an impressive march of millions back to work. 

Second, an energetic, ardent rallying of all the con- 
servative forces of the country to Mr. Hoover's standard. 

Bryan would have been elected in the comparable cam- 
paign of 1896 if the conservative elements had not been 
welded by Mark Hanna into a fanatical phalanx of electoral 
patriotism. At heart the masses were as much for Bryan 
in November as they were in July, but they were frightened 
into the subjection of political emotion to the promise of 
a full dinner pail. But there is no Hanna today, and 
there are no fanatical conservatives. It is utterly impossible 
to imagine the almost religious ardor of the gold campaign 
stirring the conservatives of this day. The conservatives 
are no longer so dead sure that they are right. Their 
devotion is sufficient to man the trenches but not to inspire 
a wild charge. An electorate that is in the worst depression 
that it has ever known within the memory of living men 
cannot be frightened by the threat of worse. Neither can 
it be much cheered by the promise of betterment from 
those who have for three years promised it and promised 
without the fulfillment. 

We are driven to the conclusion that the out- 
come of the election is already settled unless the eco- 
nomic facts shall be radically altered. If we were in 
charge of the Republican campaign we would call in all 
the spellbinders silence all the ballyhoo about the Grand 
Old Party and exert every ounce of weight and every 
kilowatt of power of the wealth and 
influence of the country—which are 
about 75 per cent Republican—to 
make business hum. The effort might 
fail but it might turn out to be a bril- 
liant success. The people will be satis- 
fied neither with promises nor pros- 
pects as presented by the party in 
power. It must present the solid goods 
of prosperity returning with tidal 
sweep. Otherwise confidence will go 
to Democratic promises and prospects. 
The Democrats can imagine and 
prophesy themselves into victory. The 
Republicans must be elected by their 
works. 
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The Market from Now 
Until Election 


AJOR corrective re- 
action has swept 


over the stock mar- 
ket, as forecast in these 
pages previously. We had 
pointed to the probability 
of a decline which would 
cancel from 25 to 50 per 
cent of the July-August re- 
covery and had _ recom- 
mended fifteen stocks for 
speculative, short-term pur- 
chase upon such reaction. 
The mid-September shake- 
out amounted to approxi- 
mately 40 per cent, and, 


Regaining of Ground Lost in Early Sep- 
tember Reaction Atttests Strong Sponsorship 


By A. T. Mitier 








In market operations of the type seen in recent 
weeks nothing succeeds like success. The scope of 
the rally which has now followed corrective reaction 
is sufficient in itself to bolster speculative optimism 
and to focus attention upon the possibilities of a 


renewal of the general advance. There is little rea- 


' son to doubt that in the early future a determined 


attempt will be made to carry the market to new 
high levels of recovery. Whether it succeeds prob- 
ably will depend to an important extent upon the 
actual business news of the next few weeks. 


a large element of uncer- 
tainty has been removed. 
This is a subject which de- 
mands frank and unbiased 
consideration for its market 
implications. 

Obviously, the Hoover 
policies are known to all. 
The Democratic Presidential 
candidate is—or was—the 
uncertain factor. <A few 
weeks ago Wall Street was 
quite confident of Mr. 
Hoover’s re-election and 
was at least to some extent 
concerned over the eco- 
nomic policies it expected 








very conveniently for specu- 
lative buyers, the market 


Mr. Roosevelt to enunciate 








supplemented that correc- 
tive decline by hovering for 
four or five sessions in a dull and narrow trading range. 

At this writing prices have broken out on the upside 
of that range in as violent a rally as Wall Street has ever 
seen on a single day. The advance in one five-hour trad- 
ing session amounted to more than 10 per cent. We are 
frank to say that speculative gratification over this per- 
formance will have to be tempered with caution. The 
pace of our economic movement undoubtedly has increased, 
but at no such reckless, mile-a-minute speed as the present 
day market seems addicted to. It is interesting to note 
that the market's range of fluctuation in the spasmodic re- 
bound of September 21 exceeded its entire movement 
during the year 1902. 

So fast a speculative ride is thrilling—but not free from 
hazards. It plainly reflects the attempt of powerful specu- 
lative sponsorship to renew the autumn advance, an ad- 
vance confusingly predicated upon important improvement 
in our financial situation, moderate improvement in busi- 
ness, optimistic hopes of a major extension of business gains 
in the early future, and, finally, upon political objectives 
which are no longer as clear as they were thought to be 
a few weeks ago. 

Signs of business improvement are at least moderately 
more convincing at present than they were when the mar- 
ket was advancing during August, even if they fail as yet 
to indicate conclusive beginning of revival. Increasing 
gold reserves and declining currency circulation reflect a 
steady continuation of financial improvement In politics 
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in his campaign. Subse- 
quent developments have 
changed the picture in two respects. The Maine election 
has indicated that the national election will be much closer 
than had been thought likely. On the other hand, Mr. 
Roosevelt's campaign speeches, notably as affecting rail- 
roads and the public utilities, have proved surprisingly in- 
nocuous, from the conservative Wall Street point of view. 

In short, for the immediate future business and financial 
conditions appear to offer a tangible element of genuine, 
though limited, support to the security markets; and politi- 
cal doubts do not appear serious enough to constitute an 
insuperable obstacle to bullish market sponsorship. 

In market operations of the type seen in recent weeks 
nothing succeeds like success. The scope of the rally which 
has now followed corrective reaction is sufficient in itself 
to bolster speculative optimism and to focus attention upon 
the possibilities of a renewal of the general advance. There 
is little reason to doubt that in the early future a determined 
attempt will be made to carry the market to new high 
levels of recovery. Whether it succeeds probably will de- 
pend to an important extent upon the actual business news 
of the next few weeks. 

It is impossible to predict with confidence that the pres’ 
ent campaign will succeed. The potential volume of offer 
ings at the highest price level attained early in September 
will constitute an important technical test. Barring un- 
expectedly unfavorable news, however, there would seem 
to be at least a reasonably good chance that previous best 
prices will be duplicated. 
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If so, worth while profits will have been established for 
those who took advantage of the reaction to purchase 
stocks. Now that the market is again approaching the 
upper levels of the year, however, we believe it advisable 
to lean again to the side of caution. In view of fundamen- 
tal uncertainties still existing we have not at any time on 
the advance recommended long-term investment commit- 
ments. We believe that the present phase of advance, even 
if genuinely founded, will be eventually followed by oppor- 
tunities for long-term accumulation of stocks. 

Moreover, we think it the part of wisdom to defer even 
fresh speculative commitments at this time and to concen- 
trate attention on protecting existing profits. For our readers 
who made short-term commitments on the recent reaction 
we suggest the employment of mental stop-loss insurance. 
Using this method in following any further rally, there is, 
obviously, room for much individual discretion, depending 
upon the prices paid. If the trend of the market is to 
be upward, however, no reaction should approach the low- 
est quotations of the last major correction. We would not 
advise the retention of speculative commitments below such 
a level. 


A Critical Month 


The month of October can only be regarded as a crucial 
period for the market. If it does not succeed in importantly 
extending its recovery during the first half of the month 
there is little reason to expect it to do so during the last 
half, for even if the 
national election is not of 
major economic significance 


sarily cast at least a tem- 
porary damper upon specu- 
lative activity. 

Meanwhile, one can only 
regard the intentions of the 
market’s professional spon- 
sors with a certain amount 
of distrust. Their objective 
always is to distribute 
stocks to the public. A 
dynamic business recovery 
would make this easy, and, 
indeed, would result in the 
public making money on 
stocks which the pools 
would like to sell. But dy- 
namic business recovery— 
the kind of recovery 
which will quickly  re- 
store business profits — is 
not in sight. If it does not 
appear before long, the 
only question is whether 
market sponsors will under- 
take the devious processes 
of distribution before or 
after the election. For 
those not now in the mar- 
ket this period will consti- 
tute an excellent time to 
continue staying out. There 
is every reason to believe 
that November or Decem- 
ber will provide a much 
clearer indication of the 
economic trend than can 
now be had. It is not a 


Angell Photo from Nesmith 
Fraunce’s Tavern 
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Landmarks of Wall Street, Old and New 


its uncertainties will neces- No. 3 








long time to wait for a clearer economic perspective. 

On balance, the most recent business records do not im- 
portantly change the prevailing picture of industrial de- 
pression. Much hope had been attached to greater than 
seasonal gains in car loadings and in the index of electric 
power production, the two apparently combining in a re- 
flection of hopefully expanded business activity. At this 
writing, however, the electric power index has in a single 
week lost virtually all of its previous gain. 


Car Loadings Improve 


Car loadings, however, continue to improve and at the 
recent rate should shortly attain a total in excess of 600,000 
cars weekly. In contrast with the July 4th week of 416,- 
000 cars, this is a notable gain, although, of course, the 
major portion of it is due to wholly seasonal factors. 

It is likely that average loadings for 1932 will prove to 
be somewhat under 600,000 cars weekly, for the present 
seasonal spurt will be followed by decline during Novem- 
ber and December. In view of the great operating econo- 
mies which have been effected, the salvation of the rail- 
roads does not depend upon a recovery of anything like 
the traffic volume of 1928 or 1929, but for our railroad 
structure as a whole it would appear that the next year 
will have to provide a weekly average of something more 
than 700,000 cars if fixed charges are to be covered and 
if some of the weaker roads are to avoid reorganization. 

It appears a reasonable estimate that car loadings would 
have to increase to a weekly 
average in excess of 800,- 
000 to provide even modest 
profits for the aggregate 
of railroad stocks. On 
this basis it is apparent 
that many railroad com- 
mon stocks are currently 
discounting the longer fu- 
ture rather generously. 

The construction indus- 
try shows modest improve- 
ment and promise for the 
future is held forth by a 
rather sharp gain in lumber 
orders. The basic steel in- 
dustry, however, continues 
to lag. Operations have in- 
creased slightly, the orders 
reflecting an aggregation of 
small, general demand. 
Since seasonal factors do 
not appear prominent, it is 
conceivable that the closing 
months of the year may not 
witness the usual let-down. 
At best, there is little in 
the picture to warrant near- 
term optimism regarding 
the earnings of steel com- 
panies. The present rate 
of operations would have to 
be more than doubled to 
put the industry on a profit 
basis. It would probably 
have to be tripled before 
establishing a condition re- 
motely approaching pros- 
perity. 

The automobile industry 
(Please turn to page 680) 
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The Balance Shoct 


of Business 








much - better — 
but our orders 
have not yet picked up.” 
This is the story one 
hears from the majority 
of business men. It re- 
flects a puzzling impasse 
which must be broken 
before many more weeks 
have passed. Business 
and industry must soon 
show definite and con- 
vincing improvement if 
we are to escape a re- 
lapse in the recent op- 
timism. 
It is probably for- 
tunate that exaggerated 
stock market advance 


a4 S*o TIMENT is 


lumber industries. 


ASSETS 


Improvement in security prices, domestic and foreign. 
World-wide moderate advance in commodities. 
Reversal of the gold movement in our favor. 

Decline in bank failures and money hoarding. 

Cessation of decline in production. 

Credit ease and restored public confidence. 

Low inventories of finished goods. 

Narrowing gap between raw and finished goods prices. 
Notable adjustment of small business to new conditions. 
Tangible improvement in oil, sugar, textile, shoe and 


The turn started, al- 
most imperceptibly, late 
in May, when Europe's 
drain upon our gold sup- 
ply ceased, when it was 
suddenly realized by the 
world that the dollar 
and the gold standard in 
this country were im- 
pregnable. The follow- 
ing advance in securities 
and in some of the more 
depressed commodities 
can now be seen to have 
marked the culmination 
of financial fear. It ap- 
pears reasonably certain 
that early summer con- 
stituted the psychological 
low point of depression. 





has been corrected by 


In the majority of 





substantial reaction, for 

the August speculation rested upon hopes that could not 
possibly be justified in the early future. Those hopes have 
now been sanely modified, with the result that, no sensa- 
tional industrial revival being expected, even moderate gains 
may be capable of sustaining a moderately higher level of 
confidence. 

In view of the vast deflation already accomplished and 
the ending of the financial panic, the present autumn sea- 
son should logically be the opportune period for the start 
of economic revival. There is one outstanding factor, how- 
ever, which obscures this prospect. At the very season 
when normal influences work for the stimulation of enter- 
prise, a retarding force is introduced by the uncertainty 
involved in the national election. 

It would be easily possible to exaggerate the long-term 
importance of politics in relation to business, but it is cer- 
tain that the choice of a President is an immediate in- 
fluence upon business men and upon the security markets. 
In the short interval that remains before the election it will 
be natural for business executives to defer decisions and 
to proceed with caution in their operations. 

For this reason the autumn business developments may 
not be accurately indicative of the underlying economic 
trend. It would be possible for political doubts to cause 
a lag in the business movement. Under the circumstances, 
there is scant logic in the fear, entertained in some quarters, 
that business disappointment this autumn might result in 
something approaching a renewal of acute depression next 
winter. 

It is unfortunate that political ballyhoo, inspired by elec- 
tion ambitions, has been given so prominent a place in the 
recent business scene. As a matter of fact, in a depression 
so protracted and so vast, it would be absurd to expect the 
turn at any one time. Rather, it is likely to be a slow 
transition covering a period of months. 
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past depressions, indus- 
trial revival has lagged behind the financial turn, stocks 
and bonds usually turning up several months ahead of 
business. In the present situation, considering the mag: 
nitude of the depression, the adjustments yet to be com- 
pleted and the immediate period of political uncertainty, it 
would not be surprising to find the lag somewhat extended. 
In that case the normal, seasonal dullness of winter months 
might prolong business disappointment until early spring, 
without implying renewed collapse in any sense. 

Industrial improvement thus far is so slight as to carry 
very little conviction, but our first goal is really stabiliza- 
tion. We must first prepare a base from which to advance. 
It now seems clear that business for several months has been 
engaged in this process. The decline in production has 
halted, not only here but in other leading countries. What- 
ever the course of events, it is extremely unlikely that the 
panic fears of early summer will return. If they do not, 
it should be possible for remaining economic adjustments, 
however painful, to be worked out without disastrous re- 
percussions on the structure of credit and confidence. 


Recovery in Bonds and Stocks 


In the current period of transition it is worth while to 
cast up the assets and liabilities shown on the balance sheet 
of general business. Foremost among the assets is the very 
notable recovery in market values of stocks and bonds, for 
rising security prices do more to banish fear and to recreate 
confidence than any other single factor. As has often been 
pointed out, deflation is an automatic spiral in which forced 
liquidation of securities feeds upon itself. Once the spiral 
is broken, this pressure is lifted. The strain which collateral 
loans impose upon the banking system is automatically re- 
lieved. 


At the same time, as dollars become visibly less valuable 
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Where Do We Stand Now? Favorable 
and Unfavorable Factors Compared 


By Joun D. C. WELDON 








in terms of rising se- 
curity prices, the cur- 
rency hoarding mania is 
checked and bank fail- 
ures decline to negligible 
proportions. Our bank- 
ing system today has 
been relieved of the 
triple burden imposed by 
public fear, currency 
hoarding and European 
gold withdrawals. The 
result is a gradual return 
flow of hoarded funds to 
the banks and a fairly 
rapid replenishment of 
our gold reserves. In 
short, the credit position 
is one of obvious ease, 


LIABILITIES 


Excessive public, corporate and individual debts. 
Immediate political uncertainties. 

Unbalanced Federal budget and onerous taxation. 
Tremendous unemployment, cyclical and technological. 
Excessive producing facilities and faulty distribution. 
Excessive surpluses of many raw materials. 

Further necessary deflation of real estate. 

Uncertainty of collection of vast foreign debts. 

W orld-wide trade restrictions and barriers. 

Continued stagnation of heavy industries. 


prises, many of which 
have cut their costs to a 
point which even now is 
attracting substantial vol- 
ume of orders. 

In some major indus- 
tries adjustment has also 
gone far toward com- 
pletion. This is evident 
in the petroleum indus- 
try, in sugar, in lumber, 
in shoes and in textiles. 
Each appears definitely 
to have turned the 
corner. In the heavier 
industries improvement 
remains slow. Steel op- 
erations are expanding at 
a snail-like pace. Con- 








offering promise of low 
interest rates indefinitely. 
When business completes its adjustments and is ready for 
renewed expansion, it will find the reservoir of surplus 
liquid capital abundantly full. 

One of the greatest of potential business assets is the 
normal depletion of finished goods. We have experienced 
three years of wear and tear, accompanied by retrenchment 
and sub-normal buying. Part of the shrinkage in demand 
is directly due to loss of purchasing power, but an impor- 
tant part is due to the attitude of caution which fear in- 
spires even in the minds of those whose incomes remain 
above essential needs. The accumulation of such demand 
must ultimately be touched off and should be sufficient to 
start the upward business spiral, gradually re-employing 
those out of work and thus effecting a cumulative expansion 
in purchasing power. 

Looming large among the assets is a tentative and cautious 
advance in commodity prices. In view of the tremendous 
surpluses which exist in many materials, there is scant rea- 
son to assume that this movement will assume any such 
dynamic force as will automatically solve the problems of 
industry. Nevertheless, even moderate recovery from be- 
low production cost levels removes the unsettling factor 
of continuing an indefinite decline and thus lifts a major 
obstacle from the path of business. 


Commodity Outlook Improves 


The changes that have occurred to date in commodity 
prices are discussed in greater detail in a separate article 
in this issue of THE MAGAZINE OF WALL STREET. It may 
be pointed here, however, as of general business significance, 
that the largest gains have centered in raw materials, 
notably agricultural products, with the result that the dis- 
Tupting gap between raw commodity prices and those of 

ished goods has at least been to some extent narrowed. 

Evidence of thorough adjustment to prevailing conditions 
is especially apparent in the case of small business enter- 
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struction is at not much 
more than 20 per cent of 
normal. The automobile industry remains essentially 
stagnant. On the other hand, railroad car loadings are 
currently showing gains of substantially more than sea- 
sonal proportions, and the same is true of electric power 
output. 

Our business liabilities, of course, also make an impressive 
list. Looming up like a mountain is a burden of debt— 
public, corporate, individual. In the boom era we capital- 
ized the future all too optimistically. Governmental debts 
—the Federal debt has increased by 4 billions of dollars 
during this depression—have reached proportions constitut- 
ing an onerous load upon the taxpayers. Corporate debt 
has been pyramided to a point at which fixed charges in 
many instances virtually preclude profits. Private debts 
have been expanded to a point which must seriously curtail 
the extension of new credit, thus adversely affecting pur- 
chasing power. A strenuous effort has been made to pay 
out, but without avail in the aggregate for the reason that 
the drastic decline in prices has, in effect, greatly increased 
the debts. 

This problem is especially critical in the railroad indus- 
try, for railroad debts cannot be indefinitely supported by 
the Government’s credit. 

Prominent among our liabilities is an unbalanced Federal 
budget, the deficit for the first quarter of the current fiscal 
year having been piled up at a rate of more than 2 billions 
of dollars a year. This means that our entire program of 
taxation, vitally important to business, will have to be re- 
considered by Congress when it meets in December. It 
will be the same Congress which repeatedly disturbed the 
securities markets a few months ago. It will be called upon 
to deal again with the proposed 2-billion-dollar veterans’ 
bonus. 

Regardless of the result of the national election, a de- 
cision will soon have to be made as to American policy in 

(Please turn to page 676) 
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What Can Be Done to Liquidate 
Private Debts? 


The Debt Situation is the Most Serious Obstacle 


in the Path 


of Permanent 


Recovery-— 


By THEopore M. Knappen 


“And ye shall hallow the fiftieth year and proclaim 
liberty throughout all the lands unto all the inhabitants 
thereof; it shall be a jubilee unto you; and ye shall return 
every man unto his possession.” —Leviticus; 25, 10. 





In other words, the ancient Hebrews cancelled all debts 
every fifty years. They fled alike from the bondage of 
Egypt and the thraldom of perpetual debt. 

The debts of the people and governments of the United 
States are about 200 billion dollars. The nominal wealth 
of the country is down to about the same amount. Three 
years ago the debts were approximately the same as now and 
the national wealth was 360 billion dollars. Then we were 
earning 90 billion dollars a year, now 50 billion. As a 
national group we are “broke.” So are a majority of in- 
dividuals. At the present price level the mountain of 
debt can never be served, much less discharged. 

Will we have to turn back to the equity of the Bible, 
write it off and start anew? 

The volume of debt was relatively too high in 1929, but 
endurable. Now it is simply impossible. 

There are in general only two ways in which this debt 
problem, the fountain head of all our woes can be dis- 
posed of : 

1. The price level must rise to approximately what it 
was before 1929, or; 

2. There must be a general wholesale reduction of the 
amount of the debt, however accomplished,—whether by 
grace or by bank- 


that the debt burden is. much heavier per capita and be- 
cause in our more complex society virtually everybody is 
caught directly or indirectly in the universal net of debt. 

Our civilization rests on debt because it is commercially 
motivated by credit. The greater the volume of business 
and the more active the prosperity, the greater the collec 
tive debt. It could not be otherwise under a system of 
money economy. 


In primitive societies where trade is barter to a large 


extent, if not entirely, and every man wins his living from 
the forest, the soil and the waters there is little use for 
credit and little debt. What debt there is is of the sort that 
is settled in kind. A man borrows a horse and pays back 
a horse; he is debited with a bag of flour and he pays back 
a bag of flour. He finances himself with the loan of a 
cow from his neighbor and later pays off his obligation in 
the form of another cow. That was pretty much the 
whole economy of a majority of the population of the 
United States before the Civil War. Obviously no fall in 
price levels could greatly increase the burden of such debt. 
What accretion there was thus ¢aused could be absorbed 
with relative ease in the ordinary processes of debt adjust: 
ment by default, wilful repudiation or the processes of the 
bankruptcy courts. 

In none of the great crises of the past has there been 
any such relative increase in the burden of debt caused by 
falling commodity prices as now. In the depression of 
1873-79 the general wholesale price level fell 24 per cent 


in the first three years; in that of 1837-43, 18 per cent. So 
far in this depres 
sion the decline in 
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1929 except in agriculture and some of the natural resource 
industries; and even agriculture was approaching adjust- 
ment. In those yeass of high prices the aggregate burden 
of debt was increased about 40 per cent. 

This 40 per cent as well as some of the earlier 
debt will in the ordinary course have to be liquidated 
with dollars with greatly increased purchasing power. That 
is equivalent to saying that men must work longer or pro- 
duce more to get the dollars to pay these debts than would 
have been the case at the time they were incurred. More- 
over in the matter of current living expenditures producers 
of basic materials find that the costs of services and manu- 
factured goods have not decreased in proportion. When 
price levels fall raw materials always fall faster and fur- 
ther than finished goods. When prices rise, the former 
climb much faster than the latter. Hence a leveling of 
prices is more easily and expeditiously effected by raising 
than by lowering levels. 

Herein, however, there is an argument for maintenance 
of low prices of raw materials. Their relative cheapness 
stimulates their consumption, increases the volume of de- 
mand and puts them into a demand—supply equation that 
makes their future bright. 

The automatic increase in the debt burden is the prob- 
lem of problems: of this economic crisis. All other prob- 
lems derive from it. While it was the fall in commodity 
prices that heaped up the mountain of debt the effect of 
unpayable debts is in the direction of still lower prices. 
The debt multiplies itself, giving significance to Solomon's 
words that the destruction of the poor is their poverty. 


Both Creditor and Debtor Lose 


An unpayable obligation is a loss to the debtor as well 
as the creditor. A national economy buried under debt is 
a disaster for the creditors as well as the debtors. Liquida- 
tion of universal debts by heroic processes is not simply 
a transfer of wealth from those who owe to those whom 
it is owed. It is accompanied by an even greater sacrifice 
of former values than was involved in the change of price 
levels that compelled bankruptcy. In extreme cases the 
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debtor gives his all to satisfy the debt and the creditor finds 
that he can realize nothing from it. A horizontal reduc- 
tion in price levels simply destroys wealth in proportion 
to the severity of the cut. The United States of Amer- 
ica is actually a third poorer today than it was in 1929. 
Here and there a few individuals may rise above the gen- 
eral ruck of ruin by filling their strong boxes with money 
but the utter impossibility of this sort of gain for the 
masses is obvious when it is recalled that there is only five 
or six billions of money to go around 130 million people. 
We do business in this age on credit. Credit is based 
on the value of commodities, and that is determined by 
price. A general and lasting fall in price is essentially 
devaluation of goods and the curtailment of credit. The 
value of property and the amount of income shrink as 
measured in dollars, but the debt remains the same in dol- 
lars and therefore heavier in fact. The result is that a debt 


that was endurable three years ago may be utterly hope- 
less now. That means that as a people we are insolvent. 
If the price level. remains where it is insolvency will con- 
tinue until in the course of time, maybe 15 years, all debt- 
ors who can not make the grade have been absolved in one 
way or another. Then we can start anew, with all prices 
adjusted to the new conditions. 


Debt Burdens All 


Let us consider how an impossible debt burden, impos- 
sible in terms of income and property value, affects all 
phases of economic life. 

The burden remaining fixed and the means of lifting it 
having fallen a destructive general maladjustment follows. 
Prices do not fall evenly; some, as of transportation, have 
not fallen at all. Hence an evil variation of misfortune. 
In 1931 retail prices of food averaged 135, taking pre-war 
as 100, but the cost of distribution stood 178. Farm prices 
were 89 per cent of pre-war. In 1931 the index for 30 





basic commodities was 90 but the cost of living averaged 
151. 

Falling prices wipe out home equities or greatly reduce 
them, turning owners into tenants. 

Public debts contracted on a high price level are difficult 
if not impossible to handle when prices have fallen a third. 

The effort to meet them causes an increase in money 
taxes and a still greater increase measured in commodities. 

Moreover, the cost of government is often necessarily in- 
creased at such times. This involves higher current money 
taxation, especially as the number of solvent taxpayers is 
reduced. 

Industry cannot keep on paying old-level wages and 
debts while receiving new level prices for its products. At 
the same time the laborer cannot consume the product if 
his wages are reduced. A general disruption and suspen- 
sion of business follows. Millions are thrown out of em- 
ployment and consumption shrinks. In consequence more 
people are displaced and buying power still further reduced. 

With buying power shattered, business volume falls and 
even railway and other utility bonds are intolerable though 
rates remain the same in money and higher in fact. 

Equity securities cannot thrive with bonds unmet as to 
interest or principal; and unrestrained natural readjust- 
ment and reorganization of corporations usually leaves 
nothing for shareholders. Banks cannot endure with end- 
lessly shrinking assets. Failing a lift in the price level this 
vicious cycle will go on spiralling downward until a new 
readjustment is found at the final bottom, after all un- 
payable debt has been washed away. 


Shall We Drift to Ruin? 


Something may happen “naturally” to check the fall of 
prices and start them upwards before the rough and rocky 
bottom is finally reached after years of economic agony. 
For example, great crop shortages in most parts of the 
world would raise agricultural prices to something like a 
parity with the cost of living. Farm purchasing power 
would expand, industrial production would increase and 
its price would cease to fall, employment would grow and 
the whole circle of cause and effect might turn upward. 
Or, again, the growing pressure of need resulting from 
long-continued economies, might result in the application 
of much of the remaining buying power of the nation, and 
so give prices of basic commodities an equalizing lift, which 
would create new buying power. 

But the general realization that modern economic life 
is so complex that the cure by the old way of letting things 
take their course might result in a greater economic dis- 
aster than has ever been known has turned economists, 
business leaders, bankers and statesmen to serious considera- 


tion of artificial means of reducing debt by restoring and 
readjusting the price level, to something like that from 
which we have fallen in the past three years. The various 
proposals may be summed up as follows: 


Abandonment of the gold standard. 

Inflation of credit. 

Huge expenditures on public works. 

Currency inflation. 

Devaluation of the dollar by decreasing the weight 
of gold in it. 

Adoption of some form of bimetallism. 


The first proposal is based on the theory that the pri- 
mary cause of low prices is that there is not enough gold 
in the world to support an adequate amount of currency 
and credit to meet the requirements of the long-time 
growth in production and volume of business. The re- 
sult is held to be by the proponents of this theory that 
there is an irresistible tendency for prices to fall, however 
much it may be checked at times by other factors. Con- 
sequently, gold is denounced as an uneconomic material 
to use as a standard of value and a base of money, prices 
being tied up to a commodity which must be more and 
more valuable because there is relatively less and less of it. 
Proponents of the gold scarcity theory favor the substitu- 
tion of managed currencies for the gold standard, kept 
always in due relation as to quantity with the general price 
level, so that there will be no changes in prices except 
those actually related to supply of and demand for par- 
ticular commodities. On the introduction of such a cur- 
rency system it would be manipulated so as to restore 
former price levels. Thereafter those levels would be 
maintained by continuous stabilizing manipulation of the 
currency. 


Gold Standard is Sound 


Other students of the problem say that there is and 
probably long will be sufficient gold in the world to take 
care of all requirements of currency and credit without 
encountering changes in price levels due to scarcity of 
gold. The gold standard is not fallacious, they say, but it 
has not been wisely administered. They would restore 
prices by issuing more currency and/or expanding credit. 
In the United States we have been recently doing both of 
these things. The volume of currency has been enlarged 
and the primary sources of bank credit have been inflated. 
So far the results have been negative rather than positive 
—the inflation was not carried far enough. The active 
use of credit has not been stimulated. Additional cur- 
rency has not offset hoarded currency. These measures 

(Please turn to page 676) 
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Price Adjustment Plays Major 
Part in Business Recovery 


Recent Strength in Commodities May Mark End of 
Painful Stage of Deflation But Huge Surpluses Can 
Only Be Reduced Through Generally Low Level 


By J. C. Crrrrorp 


ISING commodity prices are hailed throughout the 

world as authentic evidence of economic improve- 

ment. In the probability that the most painful phase 
of price adjustment has been passed, there is solid cause 
for gratification. Yet there is nothing in the price move- 
ment to date to support the optimistic hope that natural 
commodity recovery will assume a sufficiently broad scope 
to stimulate, almost automatically, a dynamic revival of 
business. 

The problem of “low prices” is unquestionably the major 
factor of depression. The tremendous price deflation 
through which we have come means a vast shrinkage in 
all property values and in purchasing power. In terms 
of ability to pay, it seriously increases the burden of all 
debts. As between individual commodities and commodity 
groups the irregularities of price ad- 
justment have violently disrupted and 
blocked the normal exchange of goods 
and services. x 

It is obvious that nothing could so 
quickly restore prosperity as a re- 
covery of the general commodity price 
average to a level approximating that 
of the years 1921 to 1929. Such a 
recovery would stimulate purchasing 
power and make the debt burden 
bearable. Without it, as suggested 
in the article on private debts in this 
issue, it appears obvious that in the 
long run the debt total itself will have 
to be substantially deflated in one way 
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or another. Without it, standards of production may have 
to be more or less permanently adjusted to lower levels. 

It is for these reasons that not a few economists urge 
the achievement of higher prices by currency or credit 
manipulation. What they are driving at will be more 
readily understood if one thinks not of higher commodity 
values but of lower money values. The two are not the 
same. Unless there occurs a substantial natural price re- 
covery, the world is certain for some time to hear a tre- 
mendous agitation for measures of “money relief,” as has 
been the case in past periods of deflation. 

In recent weeks this agitation has quieted, due to the 
hope aroused by moderate commodity advance and by a 
more confident financial sentiment. The primary question, 
however, is unanswered. Minor recovery, such as is to be 
taken for granted in those commodi- 
ties which had fallen actually below 
production costs, is not enough, if the 
only way out of the present stagna- 
tion is a return to the standards of 
1921-1929. 

For this easy way out a 10 per cent 
price recovery—approximately what 
has occurred since June—is a drop in 
the bucket. An additional recovery 
of some 50 per cent above present 
levels would be required to get us 
back to the standards generally ac- 
cepted as normal during the period 
of post-war prosperity. A great many 
individuals still regard those standards 
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as “normal” or, at 
least, as nearer to 
“normal” than is the 
present level. 

To the realistic 
student of price his- 
tory this assumption 
is open to serious 
question. What estab- 
lished the conception 
of “normal” to which 
so many business men 
now look longingly? 
It is a conception 
which in 1913 would 
have seemed the 

ae dream of the wild- 
est optimist. The war put prices up abnormally and 
when, by 1920, we had surrendered more than half of 
an abnormal gain we considered that the rest should be 
permanently retained as normal. The sequence of war in- 
flation of prices and post-war deflation is almost exactly the 
same as has prevailed throughout recorded financial history. 

In the sense of permanence at a fixed level, there is, of 
course, no such thing as a “normal” price line. Obscure fac- 
tors of cyclical and secular change are constantly at work. 
Growth of the world’s gold holdings, 
such as occurred throughout the early 
years of this century, would tend to 
force prices higher. On the other 
hand, technological progress, infinitely 
more rapid in the last twenty years 
than in any former period, has given 
us a virtually complete mastery of the 
problem of production. The secular 
effect of this is inevitably an increas- 
ing pressure upon prices. 

Whatever the “normal” price level 
of the next few years may prove to be, 
there is strong historical evidence 
to support the assumption that it is 
likely to be much closer to the level 
of 1913 than to that of 1929. Any 
other conception must rest largely upon possibilities of in- 
flation. 

If this is the case there is a grave danger that reliance 
upon the easy way out may seriously delay the process 
of revival by postponing the necessary adjustments. The 
cold fact is that major price advance is not the only way 
out. The other way is a slow and relentless adjustment 
to price levels which, even if moderately higher than those 
now prevailing, probably will be radically lower than those 
of the late boom era. The chances are that the latter is 
the road which business will be forced to follow. 

We have already journeyed a considerable distance along 
this road. The fact that the downtrend of prices has been 
halted should make possible business adjustments not pos- 
sible while prices were rapidly falling. But the important 
point is that the cessation of that decline does not auto- 
matically provide adjustment. As a matter of fact, it has 
left serious distortions, only partly relieved by the recent 
price advances. Some of these price distortions may be 
corrected, at least in part, during the next few years, but 
in the main it appears clear that the chief problem of busi- 
ness is to adjust itself to them. 

At the lowest point of commodity depression in June, 
the average wholesale level was approximately 13 per cent 
under the 1913 line. Recovery now has lifted it to a point 
slightly less than 5 per cent under the 1913 figure. Re- 
gardless of the long term significance of the 1913 price 
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average, the movement of prices around this line in the 
approaching period of economic reconstruction will be of 
unusual statistical interest. Ignoring individual irregulari- 
ties, will the 1913 level prove a ceiling to general com- 
modity recovery? It is at least conceivable. Accordingly, 
the movement of prices in coming months, if and when the 
1913 level is approached, will be worth close scrutiny. 


Approaching Level of Resistance 


It is interesting to observe that in the commodity de- 
cline this level constituted a definite point of resistance. 
Around or slightly above it, commodity prices held within 
a range of stability for approximately six months from 
May through November in 1931. The break-through vir- 
tually coincided with Britain’s suspension of the gold stand- 
ard, a transition from industrial depression to financial 
panic and the development of what now seems to have been 
a psychological bull market in gold. It is quite possible 
that these panic developments accentuated the basic slump 
in commodities. In any event, just as the 1913 price level 
constituted a six months’ test of the downtrend last year, 
it is likely to prove an equally important test of any fur- 
ther advance. 

No space need be wasted in discussing the various causes 
of the price improvement which has occurred in recent 
weeks. In every market a certain 
amount of rebound from protracted 
and excessive deflation can be re 
garded as inevitable. The psychology 
behind the rally in commodities is 
much the same as that in the recovery 
of stocks and bonds. At a generally 
low level, the sudden relief from 
money panic and the sudden realiza- 
tion that fears had been exaggerated 
are sufficient to turn the tide. 

Such a rebound in itself stimulates 
business to a limited extent in primary 
markets. Stocks of finished goods 
have been generally depleted, with 
all business men observing a cautious 
inventory policy as long as prices 
were declining. Even moderate recovery encourages an 
increase in forward buying. 

It is something of this kind that we have seen, notably 
in the textile industry, the movement here being accentu- 
ated also by the high degree of production control previ- 
ously achieved. A wave of buying was touched off by the 
rally of an oversold cotton market. Despite a huge world 
surplus of cotton, the certain prospect of an abnormally 
small crop this year provided a logical basis for rally. Yet 
it is clear that the ad- 
vance in its upper 
reaches was liberally 
flavored with specula- 
tion, for after ad- 
vancing approximate- 
ly 314 cents a pound, 
cotton has now given 
up fully 60 per cent 
of the rally. 

To a large extent 
commodity improve- 
ment in the primary 
markets reflects the 
buying of speculators 
and business men. 
Many economists be- 
lieve that this is the 
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normal sequence in economic revival; that this renewal of 
internal business activity resulting from the replenishment 
of stocks is the spark which touches off an upward spiral 
of employment and purchasing power. There is much logic 
in the theory, but it is obvious that such a germination of 
recovery can bear fruit only if the economic structure is 
actually at what may be regarded as dead center, with the 
major necessary adjustments completed. That this is the 
case today is by no means clear. 

It is quite certain that we will eventually achieve a more 
active and profitable level of business activity. It by no 
means follows that this must mean substantially higher 
prices. Indeed, if it had to depend upon higher prices, 
one could only regard the longer outlook as exceptionally 
black. The fact is that the world has a tremendous sur- 
plus of most raw materials. Such price improvement as 
has occurred in primary markets makes virtually no dent 
in this excess of goods. 


Surplus Stocks 


The surpluses can only be worked off by a major and 
long-continued stimulation of demand on the part of the 
ultimate consumer, which is not yet in sight, or by a fur- 
ther protracted curtailment of production, which does not 
ft in with the hope of reviving industrial activity. The 
theory that rising prices stimulates de- 
mand is only a half-truth. It stimu- 
lates middle-man demand. 

But when huge surpluses exist, the 
question logically arises whether a 
semi-speculative advance in prices 
may not actually delay the solution 
of the problem of excess production. 
One may run around in a circle esti- 
mating the ultimate possibilities of 
price gains in primary markets, but 
everyone knows that in the final 
analysis under the pressure of the 
normal functioning of the laws of 
supply and demand, low prices stim- 
ulate consumption and check over- 
production, while high prices curtail 
consumption and stimulate overproduction. In certain 
directions, for example, we have sold an abnormally large 
volume of cotton in the last year, notably in the Orient. 
The reason is that the price was cheap. Working both 
ways, low prices are also largely responsible for this year’s 
curtailed crop. But as long as an unwieldy surplus still 
exists, how can there be a major price recovery? And if 
there is such a price recovery how long will be required, 
with our greatly improved facilities of production, to build 
up a still greater surplus? 

The huge propor- 
tions of the surplus 
problem can be visu- 
alized _ graphically 
from figures prepared 
by the United States 
Department of Com- 
merce. Taking the 
monthly average from 
1923 to 1925 —a 
period of satisfactory 
business activity—as 
an index figure of 
100, the Department's 
study shows that 
world stocks of com- 
modities stand at ap- 
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proximately 350 for 
cotton; 250 for wheat; 
500 for coffee; 190 
for copper; 320 for 
rubber; 320 for sugar; 
220 for silk; 130 for 
tea; and 250 for tin. 
The combined index 
is 290. 

In short, among 
these leading products 
the available supply 
is nearly three times 
what it was for the 
1923-1925 period! 
Under such circum- 
stances hope of major 
price advance can only rest upon the wildest flight of fancy. 
We need not conjecture here as to the logical price depress- 
ing effect of improved technology in all forms of produc- 
tion. This trend plainly is toward lower costs and is in 
direct conflict with any hope of magical price advance. For 
the immediate present, the practical fact of excessive stocks 
of raw materials is sufficiently strong evidence of the im- 
probability that natural price recovery will lift us by our 
bootstraps into a condition of prosperity. 

Omitting the less important com- 
modities, what are the facts as re- 
gards cotton, wheat and copper, three 
of our most basic and important prod- 
ucts? Accepting the Government's 
estimate of 11,300,000 bales as this 
season’s American cotton crop, total 
world production will probably be not 
less than 22,000,000. The world 

7 carryover being estimated at approxi- 

\s mately 17,300,000 bales, the total 

supply at the end of 

this season will be, roughly, 39,300,- 

000 bales. Maximum world consump- 

tion was in 1928, with a total of some 

25,000,000 bales. Under existing 

world trade stagnation it could hardly 

be in excess of 20,000,000 bales, thus leaving an excess of 

19,300,000 vales. Of this surplus, the United States holds 
more than 13,000,000 bales. 

A feature of the last year has been unusual world de- 
mand for American cotton, especially in the Orient. The 
chief reason for this demand was abnormally low price. 
It follows that any material advance in price will weaken 
our competitive position with Indian, Russian, Egyptian 
and Chinese production and retard the using up of our 
huge surplus. Moreover, any material increase in price 
will almost inevitably mean that this year’s short American 
crop will be followed by a larger one in the 1933 crop year. 

Our production of wheat this year is estimated at 175,- 
000,000 bushels less than last year, but Canadian produc- 
tion is 200,000,000 bushels larger and the world crop is 
only some 40,000,000 bushels less than last year. The 
carryover this year is 668,000,000 bushels, of which our 
share alone is 362,000,000 bushels, or more than half the 
world total. Total annual exports from all countries are 
estimated at 675,000,000, or but little more than the carry- 
over. With a reduced domestic crop, there would be an 
excellent basis for higher prices if we consumed all of our 
wheat at home. Instead, the price is made in world mar- 
kets. For some time our prices have tended to hold above 
world parity, with the result that our exports lag. In 
short, while Canada sells wheat to the world we hold ours. 

(Please turn to page 673) 
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“Now Don’t Quote Me, 


But—” 


As Reported by the “Itinerant Economist” 


A Doubting 
Industrialist Discourses 


“We may be at the beginning of the come-back,” said the 
president of one of the great corporations which is popu- 
larly spoken of as a “trust,” so largely does it dominate its 
own field, “but it is hard for me to see it as a dynamic 
recovery. The fundamental cure has not been taken. 

“Two-thirds of the people of the world depend for their 
living on agriculture, the mines and the forests. While 
the whole western world was engaged during the World 
War in destroying wealth it was necessary to put forth 
herculean efforts to replace it. Every available source of 
food and materials was cultivated to the limit. A produc- 
tive capacity was reached which was far beyond the pur- 
chasing and consuming power of the other third of the 
population. The course of events after the war only made 
the situation worse. Forty million men returned from the 
armies and most of them went to work on the farms and 
in the raw material industries. An unneeded volume of 
production was kept up. There was a dearth of manufac- 
tured goods and industry expanded rapidly. More stimu- 
lation of the basic industries followed, and their potential 
capacity was raised to a degree that forestalled normal con- 
sumption for two decades. 

“The result, of course, was that the non-urban popula- 
tion of the world soon encountered an immense disparity 
between the price it could get for its products and the 
price of what it received in return. It slowly lost its buy- 
ing power even during the boom days. When the crash 
came it virtually lost all buying power and reverted .in 
large degree to mere subsistence without trade. In the de- 
velopment of the basic industries tremendous debts were 
incurred and soon there was nothing with which to meet 
them. Two-thirds of the world was without net income 
and crushed by debt. 

“The ruin of the raw materials in- 
dustries has spread to the urban indus- 
tries. Without markets they are 
profitless. They too are chained by 
debt. On top of all this every nation 
in the world has undertaken to strangle 
what trade there is so far as it is be- 
tween nations. Every nation desires to 
be paid in gold instead of in goods. 

“The only remedy for this situation 
was, to my mind, to let nature take its 
course. We shou'd\have gone whole- 
sale through the foreclosure and bank- 
ruptcy mill. Debts should have been 
wiped out heroically, useless plants 
should have been scrapped or abandoned. 


HIGHCOST 
BIG BUSINESS 


have got rid of the incubus of unpayable debts and got 
production back to absorbable proportions. We would all 
have faced a new day. Taken as a whole, the world would 
have had all the instrumentalities of business that it had 
before, and it would have been free. 

“Instead of meeting the realities we have resorted to a 
thousand artificial measures to maintain an unsound struc: 
ture. We have saved thousands of banks which will limp 
on for a while and eventually go into liquidation. We 
have kept alive companies that ought to have failed, we 
have kept open sources of useless materials. To do this 
every government in the world has resorted to the public 
treasuries. 

“Those treasuries are fed by taxation of the industries 
that are still paying their way. The strong and the com- 
petent are being made to carry the weak and incompetent. 
Profits are being taken from those who have them to give 
to those who haven't them. Thereby, the nucleus around 
which to build up a new prosperity is being under- 
mined. More debt is being loaded on the indebted and 
the creditors are being crushed. We are at once consum- 
ing credit and increasing debit. 

“All that we have done has only put off the final reckon- 
ing. 

“Then there is nothing to do but jump off the fiftieth 
floor?” I asked, looking down at the street. 

“No,” was the answer. “The reckoning having been 
denied its natural settlement, will come in another and 
slower way. The over-mortgaged farms and the useless 
mines have merely put off bankruptcy. One by one they 
will fall, even though times gradually get better. The urban 
industries are bound to go through a process of dissolution 
and regeneration. The over-burdened will die slowly and 
their places will be taken by new ones. While we have 
given all sorts of life preservatives to all kinds of industries 
that are essentially unsound, because they are so vast that 

we fear the repercussions of their de- 
mise, the small concerns have either 
taken their deflation cure or were not in 
need of it. 

“We have in many lines today the 
anomaly of prosperous small businesses 
and profitless large ones. The mam- 
moths can not adjust themselves. The 
strong and sound little concerns are 
doing so. They are healthy and vigor 
ous organisms. They will grow greater 
and stronger. Unknown to the world 
at large they are starting the beginnings 
of recovery. Their profits are not re 
ported to the stock exchanges. They 
will crowd out many of their big com: 





To be sure we would have suffered more 
than we have suffered, but we would 
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petitors or compel their salutary reor 
ganization. I can say this without 
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crossing my fingers because my company has grown great 
without loss of vitality, we can meet all comers, we will 
survive because we deserve to survive. 

“Economic law will have its way—if not through one 
channel then through another. Business dared not face 


the harshest way but it can not escape. We elected not 
to collapse. If we had we could have hoped for a rapid 
recovery. We have taken the other course, and recovery 
will be very slow, accompanied by many setbacks as the 
price of our choice is collected from time to time.” 





A Puzzled Economist’s View 


Rather depressed by the great industrialists’ exposition, 
I sought another point of view and found it in the words 
of an economist whose advice governs the course of one 
of the key institu- 
tions of America. 
“Frankly, I don’t 
know what to think 
about the present 
situation as recorded 
in the stock market,” 
he said. “My spon- 
taneous feeling is 
that the recovery is 
premature. I feel 
that it should have 
been delayed, ra- 
tionally, at _ six ee 
months, maybe un- SON q” 
til next spring. I inci N hn 
932 ~ 


can't see anything 
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the world to whom the analogy of the disease-wasted in- 
valid does not apply. It has repeatedly jumped out of a 
sick bed and run like a scared deer. Its new burst of 
energy has simply found its first and easiest outlet in the 
securities market. Business naturally can’t turn to full 
speed ahead as promptly as the ticker. But it will come 
along. Make no mistake about it, we are definitely in the 
expansion curve of the business cycle. Whether we go 
fast or slow, whether we slip back or not, we are on the 
climb. If we seem to be going too fast it is only because 
we were down so far.” 





A Manufacturer’s Wage Philosophy 


Hard times have brought hard-boiled executives to the 
top. When men have to be discharged and the pay of 
others deeply cut 









-) the man of humane 
and generous in- 
stincts is apt to be 
excess baggage in a 
concern that is fight- 
ing, tooth and claw, 
for its life. But now 
and then you find an 
executive who op- 
poses wage cuts and 
discharges to the 
end. Such men us- 
= roast broad 
usiness philosophy 
&xk to support their 
sympathies. Usual- 

» ly, too, they are in 











in the actualities to 
justify the current 
optimism. And yet the stock market is such an all per- 
meating element of American economic life that it is 
undeniable that it may generate enough steam to start the 
whole mechanism into action. The element of psychology 
is as important as the tangible facts. The stock market 
may be only registering a national impulse and will to go 
ahead. It may start us up ahead of time. If so we shall 
have a score to settle later. A premature start now will 
have to be paid for by another pause. But maybe it is 
better to get a whiff of exhilaration now than to go on 
with relentless demolition of economic life that we have 
faced for so many weary months. Even if we slip back 
later we will have new confidence in our ability to come 
back, and a little respite from despair. A good pull of 
whiskey in a time of nervous tension is often worth the 


subsequent reaction.” 





“Not a Doubt About It” 


From the economist I went to the head of a great broker- 
age house. The offices were in a litter and turmoil of ac- 
tivity. The broker was in his shirtsleeves or, rather, his 


“Not a doubt about it!” he exclaimed. “We have rounded 
the extreme cape of the great depression. This. is the 
United States of America. I don’t care a damn about your 
indexes and your academic economic theories. When this 
country gets ready to flop it flops, and when it gets ready 
to go it goes. The stock market is only proclaiming the 
will of the country. Your indexes will come toddling 
along presently. A man who has been gravely ill for a 
long time requires a long time for convalescence. The 
United States is and always has been the only nation in 


“ae 
~ Sepr. 1, 1932 ~ 
a position to act ac- 


cording to their inclinations and their philosophy because 
they did not yield to the view that times could continue 
indefinitely at the levels of 1925-29 and go in for stock- 
jobbing .mergers, excessive expansion and high-pressure 
selling. 

“We have not cut wages or discharged a single man for 
reasons of economy,” said such a man, the head of a very 
large company. “We have practiced every other possible 
saving to the limit and have accomplished wonders in doing 
so. Even in 1929 the cheapest factor in our production was 
labor. We reasoned that everything else should be trimmed 
first. American labor is the cheapest labor in the world. It 
is cheaper than Chinese coolie labor. I did a little curious 
figuring the other day, for example, and found that it would 
cost more to build a sky-scraper with Chinese labor at 12 
cents a day than with American labor at $15 a day. <Ac- 
tually, I think we have been under-paying labor. Wages 
have not increased in proportion to productiveness. And 
there we come to the heart of our trouble. This over- 
production we have talked about so much is really the re- 
sult of underpay. We increased production without pro- 
portionately expanding the payroll. That is the same as 
saying that we did not increase buying power in proportion 
to production. _The worker is the consumer; if he pro- 
duces more than he can buy you get what we call over- 
production. 

“This understanding of the situation is now pretty wide- 
spread. If wages are kept down as business revives, the 
revival will be short-lived. The maximum possible pro- 
portion of the product of industry must go to labor if new 
prosperity is to be sustained. I am convinced that wages 
will rise ranidly as times get better, that rates of pay will 
increase even while there are still large numbers of em- 

(Please turn to page 679) 
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q Steel Production This Year Is Likely to Approximate the 
Level of 1908, One of the Worst Years Since the Start of the 
Century. 


Will Steel Regain Its Former 
Place? 


A Critical Examination of the Prospects for 
This Basic Industry and the Investment 
Outlook for Some of its Principal Companies 


By ARUNDEL CoTTER 


REQUENTLY in the past two or three years the 

F remark has been made that the steel industry had seen 

its best days; that it could never be hoped the demand 

for steel would again reach a level enabling the manufac- 

turers of the metal to earn reasonable profits and that, in 

consequence, the investor would be wary to avoid the steel 
issues. 

Not one valid argument has been advanced, however, at 
least so far as I can see, to sustain this claim. And when 
one looks around him and visualizes how important a part 
the metal plays in modern civilization it is difficult to 
believe that the world can prosper and business. expand 
without increased use of steel—with increasing profits to 
the makers thereof. 


Broadening Uses 


There is hardly a human activity today in which steel 
does not play a part. The use of steel in building con- 
struction is growing every day and the time does not seem 
very far off when mail-order houses will be shipping steel 
framed houses which can be erected anywhere at a 
moderate price. Practically all modern transportation de- 
pends on steel—locomotives, passenger and freight cars, 
busses, motors, even airplanes to a certain extent, the 
machinery that cultivates our farms, spins our woolen and 
cotton garments, registers sales in stores, balances bank 
books—and so on ad infinitum. Even our golf club shafts 
are now being made of steel. 

As to date no metal has been discovered to displace 
it except to a very moderate extent, and that confined to 
its lighter uses, the conclusion seems inevitable that the 
steel trade will prosper when, as and if industry in gen- 
eral prospers; that it cannot prosper without general pros- 
perity. Its fate must be the fate of manufacture, trans- 
portation and the other factors that enter into our economic 
scheme of things. 

Granted the truth of this it must be at the same time 
admitted that the steel industry, in the United States any- 
way, suffers from internal evils which affect its prosperity 
adversely and which may retard its recovery even in the 
face of a general economic betterment. The first and most 
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important of these evils is excess productive capacity. 

Some twenty-five or thirty years ago Charles M. Schwab, 
one of our greatest and most successful steel makers, made 
the statement that the consumption of steel in the United 
States doubled every ten years. And, indeed, the figures 
at that time gave strong verification for such an asser- 
tion. Confident that such a state of things would con- 
tinue indefinitely our steel manufacturers have not hesi- 
tated to pile capacity upon capacity, until potential out- 
put reached a point which even Mr. Schwab had never 
dreamed of and which does not appear justified at the 
moment. 

I say does not appear justified. Future events may prove 
that it was. More than once in the past what appeared 
to be exceeding over-capacity has proved, in the light of 
new inventions and expanded use for the metal, to have 
been actually inadequate, and that within a very few years. 
This may happen again, but there is absolutely nothing to 
indicate it will and much to indicate the reverse. The 
factors that caused the growing demand in the past, the 
development of the country, the pushing of industry into 
the West, and the great increase in population due to im- 
migration, are no longer potent. 


The Over-Capacity Problem 


And the figures themselves are discouraging. This 
country, operating at full, can produce not far from 70, 
000,000 tons of steel. In the record year, 1929, it pro- 
duced less than 56,500,000, or about 80 per cent of total 
potential output, while the production of 1931 and 1932 
combined is hardly likely to reach 40,000,000 tons, or about 
60 per cent of capacity. 

The second evil, one closely allied with the first, is the 
immense amount of capital that the industry has put into 
improvements many of which have not resulted in an 


‘average saving anything like justifying the expenditure. 


Every such non-self-justifying improvement has meant in- 
creased costs and has increased the competitive margin 0 
foreign mills offering their product in this country. 

There’ is good reason to believe that the steel manufac’ 
turers themselves are most keenly aware of the existence 
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of these evils and are now doing all in their power not only 
to check their growth but to mitigate their immediate ill 
effects. With the exercise of a modicum of common sense 
and co-operation they should not prove insurmountable 
obstacles in the path of a recovery for the trade when gen- 
eral conditions make such recovery possible. 


Profitable Operation 


The most encouraging thing in respect to the steel stocks, 
from the investor’s point of view, is this attitude on the 
part of steel leaders. Next to it in importance is the 
drastic housecleaning that has taken place as a result: of 
the depression. Efficiency of both plant and personnel 
has been increased to a point never before attained, or, 
there is reason to believe, thought possible. It is probably 
a safe thing to say that the United States Steel Corp., 
the largest of the steel companies, could earn and pay divi- 
dends on both its preferred and common stocks at an aver- 
age operating rate of around 50%. 

As in the past it was generally considered that an 
operating rate of about 65 per cent was necessary to earn 
preferred dividends, it is evident that, in the event of a 
general upturn in business the resumption of dividends on 
the leading steel stocks is far less remote than it would 
have been under the operating conditions that prevailed 
only a few years ago. ; 

To discuss for a moment individual stocks it is per- 
haps not too much to say that United States Steel is the 
most conservative from an investment standpoint among 
the steel issues, the one most certain to benefit from any 
general change for the better in business conditions. This 
is due not to its enormous financial strength alone but to 
the fact that, due to-the wide distribution of its plants 
and the great diversification of its products it is bound 
to share in any improvement 
no matter what classes of steel 
are affected. In addition capi- 
tal charges ahead of common 
stock are comparatively light, 
the corporation having wiped 
out the greater part of its 
funded debt and having only 
a reasonable amount of pre- 
ferred stock. 

Showing as it does, how- 
ever, large deficits for the time 
being, and with considerable 
uncertainty clouding the out- 
look for continued payments 
on the preferred issue, it 
should be interjected that there 
is no immediate hurry to buy 
this or any other steel issue. 

Bethlehem Steel, the’ second 
in point of size of the steel 
companies, has to the present 
confined its activities largely to 
the eastern section of the coun- 
try, its principat plant being 
located at Baltimore where, 
with water transportation for 
much of its ore and a favorable 
labor market, it is able to 
achieve very low costs. 

It seems fairly certain that 
Bethlehem has not yet finished 
its policy of expansion and 
that it will sooner or later be- 


come the focal point of a giant Courtesy, Colorado Fuel & Iron 





merger which will result in the absorption of Youngstown 
Sheet & Tube and other companies and will extend its 
activities further West. If reports are true, and they 
probably are, that the Mellon interests of Pittsburgh have 
recently acquired a large interest in Bethlehem there is 
small doubt that their reason for so doing was to give them 
a nucleus for creating a steel company that would even- 
tually rival U. S. Steel both in point of size and diversifica- 
tion of plant and product. 

Among the smaller companies National Steel stands out 
as not only the one important steel company that has con- 
tinued to show profits throughout the depression but as 
one likely to increase these earnings materially when the 
turn comes. Whatever may have been the reasons of the 
larger and older steel companies for failing to erect a plant 
at Detroit, the center of the automotive industry in this 
country and, indeed, of the world, there can be no ques- 
tion that they missed an important trick in permitting a 
newcomer to build a large plant in that center, in a location 
that it is quite likely cannot be duplicated. As any other 
steel maker now attempting to sell in Detroit must pay 
a substantial sum in freight—either absorbing it himself 
or passing it on to the buyer—while National can deliver 
by truck at very little cost, it is plain that the last-named 
company has something of a strangle hold on the business 
in that center and should be able to continue holding this 
advantage. 


Automobiles As Steel Consumers 


When it is realized that in 1929 the motor industry was 
the largest single user of steel, absorbing 18 per cent of 
the total output, and the second largest in 1930 and 1931, 
in which years it took 15% per cent and 16 per cent re- 
spectively, the importance of this advantage cannot be 
minimized. It was doubtless 
this advantage that enabled 
National to earn 53 cents a 
share on its stock in the first 
half of 1932. And I am con- 
vinced that no matter what are 
the causes that will even- 
tually start an upturn in steel 
activity the motor industry 
will share in the increased ac- 
tivity. 

I have been repeatedly asked 
the question what factor, a re- 
vival in what industry, can 
possibly start a revival in steel 
as the demand for new build- 
ing construction did in 1921, 
the suggestion being that all 
the great steel consuming in- 
dustries appear to be over- 
extended and therefore un- 
likely to need any large ton- 
nages of the metal for many 
years to come. The argument 
is a plausible one. There does 
not seem to be any marked 
likelihood of either the rail- 
road or building industries ex- 
panding their demand for steel 
for some time, although there 
is a possibility that the roads 
may in the next few years re- 
‘quire quite large quantities of 
track ‘material, rolling stock 

(Please turn to page 674) 
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A Graphic History of 
U. S. Steel 


By Warren BEECHER 
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1901 


Highlights in U. S. Steel’s Record 


Bonded Debt (parent co.) (millions) 
Subsidiary Bonds (millions) ...... 
Preferred Stock (millions) ....... 
Common Stock (millions) ........ 
Total Capitalization (millions) ... 
Total Assets (millions) ........... 
Net Working Capital (millions).... 
No, of Shareholders ............... 
Ingot Capacity (millions of tons). 
Ingot Production (millions of tons) 
% of Country’s Total Production. . 
Average Rate of Operation (% of 
Unfilled Orders close of year (mil- 

Hons of toms) .....cccccccccscece 


$303.7 
$61.0 
$510.3 
$508.3 
$1,383.3 
$1,546.5* 
$138.1 
43,109 


1901 1911 1921 1929 
$459.6 $390.0 $8.0 
$160.8 $150.6 $104.1 
$360.3 $360.3 $360.3 
$508.3 $508.3 $813,3+ 

$1,489.0 $1,644.8  $1,285.8 

$1,739.3 $2,339.1  $2,286.2 
$215.7 $536.8 $535.9 
102,000 188,676 185,381 

9.4 bs. 22.7 25.1 

8.8 12.8 11.0 21.8 

65.7 53.9 55.4 40.4 


49. 87, 


5.1 4.3 4.4 


* 1902 figures. {40% stock dividend, May, 1927. 
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Bonds Show Signs of Renewed Strength 


Caution Still Necessary in Speculative Issues Until 








Evidence of Safer Margins of Earnings Is at Hand 


By J. S. WitiramMs 


FTER a month of irregularity and of moderate re- 
action in speculative issues, the bond market at this 
writing shows a distinctly improved tone. Trad- 

ing volume, which had fallen off on days of price soft- 
ness, has substantially increased on rising quotations. For 
the time being, virtually all classes of bonds are participat- 
ing in the movement. 

The broad character of the current buying undoubtedly 
is influenced by the excited renewal of the rally in the 
stock market and by sharp rallies in some of the more 
speculative commodity markets, notably wheat and cotton. 
It is for the next few weeks to reveal whether so general 
and undiscriminating an advance in bonds can be main- 
tained. In point of earning power and interest coverage, 
the actual margin of safety behind many speculative bonds 
has not been materially improved. Since quotations are 
anticipating such an improvement, the business develop- 
ments of the next several weeks should throw much light 
on the investment outlook. 

As regards speculative and semi-speculative bonds, we 
see no reason why the attitude of 
caution recommended recently in 


decision of the Interstate Commerce Commission to grant 
only one-fourth of the sum needed to take care of matur- 
ing notes threw a temporary chill over speculative rails. 
Investors interested in such bonds might well bear in mind 
that other such unsettling incidents can occur. 

At the present time railroad car loadings are increasing 
by more than seasonal proportion. There is strong basis 
for hope that this movement marks a basic business turn. 
If so, of course, many of the existing doubts regarding 
junior rail bonds will disappear. Nor is it surprising that 
the more speculative bonds should attempt to discount im- 
provement in advance. A real test of the position probably 
can be had in November and December. During the last 
two months of the year the seasonal advance in freight 
traffic will be reversed. The question is whether the re- 
versal will prove to be of less than seasonal proportions. 
If it does, it can be taken as virtually conclusive proof that 
the railroads have turned the corner. 

High grade bonds are faced by conflicting factors. Pros- 
pective Federal financing offers competition to the sounder 
corporate issues. The Federal 
budget is unbalanced. Congress, 





these pages should be abandoned. 
Many such bonds are not covering 
interest requirements. Unless it be , 
assumed that we are rapidly ap- 
proaching a dynamic business re- 
covery, they cannot be considered 
cheap. 

Caution appears especially de- 
sirable in the case of secondary 
railroad bonds. In this group the 
threat of possible receiverships in 
coming months has not disap- 
peared. It is not, of course, an 
imminent threat. It may be taken 
for granted that ample help from 
the Federal Government will be 
provided at least until after the 
national election. At the same 
time we have already had definite 
evidence that the Government's 
lending policy is not to be one of 
unlimited generosity. It appar- 
ently recognizes that in some in- 
stances the scaling down of funded 
debt is inevitable, as well as de- 
sirable. Such an attitude was 
clearly shown in the recent decision i, 
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with all of its uncertainties, will as- 
semble again in but little more than 
two months. On the other hand, 
the country’s financial position 
shows notable improvement. Evi- 
dently the market is disposed to 
pay more attention to this immedi- 
ate favorable factor than to the 
adverse possibilities further along 
the road. 

Our credit position is now one 
of apparently genuine ease, no 
longer supported by heavy Federal 
Reserve purchases of Government 
bonds. Gold reserves have in- 
creased and the gain is continuing. 
Banking failures have dwindled 
and the relief demand upon the 
Reconstruction Finance Corpora- 
tion has been greatly reduced. 
There is definite evidence that 
hoarded currency is flowing back to 
the banks. 

Reflecting this underlying im- 
provement, an increasing number 
of gilt-edge issues are reaching new 
high prices for the year. Among 













on the Nickel Plate loan. The 
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relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 


HE MAGAZINE OF WALL StTREET’s BonD Ap- 
T praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount 
funded < this 
Company debt ssue 


(mil’ns) (auit"ns) 1929 1930 


Fixed Charges Price 
times earnedt 


— 
Yield to COMMENT 


1 
1931 High Recent Maturity 





Atlantic Coast Line 


Ast Cons. 4s, 1952 ......... pbabinssabes - 155 51 2.6 1.9 
Gen. Unif. ‘A’ 4%s, 1064............. 155 34 2.6 1.9 
A. C. L. R. B. Louisville & Nash. Coll. 

Bey. EE chide seucaieSecesppuaccesess 155 35 2.6 1.9 


Reasonably well secured issue. 

Junior to the Ist Cons. 4s and prior liens 
thereto. 

Secured by 596,700 shares L. & N. R. R. 
currently worth $25 a share. 


1.3 95 81 5.6 
1.3 994, 68 7.0 


1.3 91% 56 8.7 





Baltimore & Ohio 


Loss of earning power and large early ma- 








BOE OG, TOES ccccccdoncvcess caebdccceces Ont 157 2.0 1.7 11 93% 85 5.4 turities depress this strong issue. 
Ref. & Gen. “A” ee See 627 125 2.0 1.7 11 103% 650 10.0 Subject $278 million prior liens. Hardiy 
investment under present conditions, 
Geav. BGO, BOOB .. .cccccccceccsrvcsccces 627 63 2.0 1.7 11 99% 66 R. F. ©, debating advancement funds to 
meet this maturity. 
30-year conv. 4428, 1960 .........eseeeee 627 63 2.0 1.7 11 ais 40 11.9 Unsecured. Speculative. 
Southwestern Div, 5s, 1950............. 627 45 2.0 1.7 11 104% 72 7.9 Secured by road’s main western line. 
Pitts., L. E, & W. V. Syst. Ref. 4s, °41 627 53 2.0 1.7 11 4 17 7.6 In a fairly secure position. 
Toledo-Cincinnati Div, ‘‘A’’ 4s, 1959.... 627 21 2.0 1.7 11 88 60 7.6 Outstanding at a high rate per mile. 
Chesapeake & Ohio 
Print Gens. G6, BOD. ....ceccccceecccscnee 224 30 4.6 4.3 3.5 104% 103 First mortgage on the best part of the sys- 


Gen, 4%s, 1992 ......... 50 4.6 4.3 
Ref, & Imp. 4%s, 1995 35 s 





5 
tem. Highest grade. 

4.7 Subject to some $42 million prior liens. 

5.3 Subject fairly large prior liens, but sus- 
tained earnings reassuring, 


3.5 100% 





Chicago, Milwaukee, St. Paul & Pacific 














ee i ED a. s'v'a's p00 60:4-09000.0060 474 189 2.2 1.3 A f 87 68 6.0 Undisturbed in last reorganization. 
ee” is ON os ovis vec cceccesesie 474 106 2.2 1.3 7 94% 33 15.1 Junior to the large general mtge. issue. 
SN, EE Gy GND 6 canis secsescoticcess 474 183 2.2 1.3 Ay | 80% 11 ae to the two issues above. Specu- 
ve, 
Erie Railroad 
x Cons. Prior Lien 4s, 1906.............+.. 283 35 1.8 1.8 9 88 15 5.4 ba =o d to be disturbed under any circum- 
stances. 
ahs Mans Ge; BOR: oie eccccdsiconscc.. 283 72 1.8 1.3 9 88% 51 8.4 Junior to prior lien 
50-year Conv. 4s, 1953 ............+0... 283 21 1.8 1.3 a) 89% 4 11.8 Prior liens total $152 S vaittion. 
Ref, B Imp. Be, IOI ...sscrccvescccese 283 109 1.8 1.3 5) 98 35 14.4 Junior to the three issues above. 
Chic. & Erie Ist 5s, 1982............... 283 12 1.8 1.3 9 106 88 5.7 A well secured bond. 
Great Northern Gen. ‘‘E’’ 4%s, 1977...... 055 206 2.4 2.0 1.3 97% 62 1.4 Secured by entire property and Burlington 
stock. Prior liens total $104 million, 
poaees City Southern Ist ~ BOSD... c.0r0- 52 30 2.2 1.5 11 88% 62 6.5 Reasonably secure obligation. 
Lehigh Valley Gen. Cons. SE “pinion oa 90 72 2.1 1.4 | 90 50 8.0 Anthracite traffic drastically lower. 
x Northern Pacific Prior Lien oes, 1997....... $13 107 256 22 1.6 91% 85 4.7 Strong, well secured issue. 
Pennsylvania R. BR, 
Cs SINE, OO ong ssc ccdeecseaseunecss 608 93 2.3 1.9 1.3 100% 8698 4.5 Subject only to small divisional issues. 
Strong investment, 
Ss GE BORE nnn hin 64:00 vesasecnneses 608 285 2.3 1.9 1.3 100%, «84 5.6 Junior to the consolidated mortgage bonds. 
‘i Reasonably good investment. 
en: TU ico coucadsus be cehpene on 608 60 2.3 1.9 1.3 111 100 6.5 Secured by pledge gen, mtge. bonds. 
RD, EN es dain a o'chieesehossbeciesde 608 50 2.3 1.9 1.3 105% «85 6.1 Secured pledge $58 million div. pay. stocks. 
Ded. GHGS, BHD on ccvccveccccceccesesec 608 60 2.3 1.9 1.3 ni 69 6.8 Unsecured obligation. Standing rests di- 
rectly on earning power. 
Alleghany Valley Gen. (now Ist) 4s, '42 608 20 2.3 1.9 1.3 95 95 4.5 High grade. 
Virginian Railway Ist ‘‘A’’ 5s, 1962...... 66 60 2.5 2.1 1.8 108 95 5.8 aan easily earn fixed charges 1932—high 
grade. 
Western Maryland R. R. Ist 4s, 1952...... 65 47 19 162 1.32 82 62 7.8 Zz Earnings Western Maryland Ry. Co,—Suc- 


cessor. 











Public Utilities 





Alabama Power 














PED acetebakenasyséabccevianees 97 71 2.8 2.3 1.9 104% 96 5.4 Most of this issue pledged under the Ist 
Lien & Ref. bonds. High grade. 

1st Lien & Ref. —= OE onc abee ensue ss 97 24 2.8 2.3 1.9 102% 93 5.6 Prior in lien to the 1st & Ref, bonds. 

Ist & Ref. 4%s, 1967 .................. yi 63 2.8 2.3 1.9 96% 81 5.8 Junior issue with considerable merit. 
Am. Power & Light oe Se | 364 46 18E 17E 1.6E 106% 68 8.8 Holding company unsecured obligation. 
Ap an Elec. Pwr. Ist & Ref. 5s, 1956 85 63 2.3 2.2 2.0 99% 92 5.6 Reasonably sound holding. 
Arkansas Power & Light Ist & Ref. 5s, 56 35 33 26 2.3 2.2 98 86 6.1 Sound medium grade issue. B. 

Bell eg of Pennsylvania Ist & Ref. 

i. ae BEE 06x00 docs chdeennseseacener 85 3.2 2.7 2.8 108% 107 4.6 Impressive earnings record—high grade. , 
senator "Edison Gen, ‘A’ Sa, 1060 ...... 67 56 6.5 6.1 6.2 105% 105 4.6 Exceedingly high grade investment issuc 
Brooklyn Union Gas : - 
Pelst Cons, Gs, 1046 ......sc.cccccccsccces 89 16 3.0 3.2 3.4 106% 106 4.4 “<= a & a insignificant prior liens. 

est e. 
Ast & Ref. “A” Ge, °47.......cceecesss. 39 6 3. 3.2 3.4 118 113 3.9 Junior to Ist 5s, but still high grade. 
is a OD in oncenasdseechoanesssese 39 18 3.0 3.2 3.4 an 101 4.9 Strong obligation, tho unsecured by mtge. 
xCincinnati Gas & Elec, Ist ‘‘A’’ 4s, 1968... 35 5.7 6.3 5.4 90%, 4.3 Columbia Gas controls—highest grade. 
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Total Amount Fixed Charges Price 
funded of this times earnedt+ —an 

Company debt issue ——— 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1930 1981 High Recent Maturity 

xCommonwealth Edison Ist ‘‘F”’ 4s, 1981... 180 175 38 37 38 ee 84 5.0 New financing successfully accomplished. 

Con. Gas of New York Issue should now do better. High grade. 
a ery ey ee ee 368 340 53 5.5 49 = 96 4.8 Unsecured obligation of a strong company. 
Westchester Lighting 1st 5s, 1950 ...... 22 9 5.3 5.5 4.9 105% 105 4.6 Highest class. 

N. Y. & Westchester Ltg, Gen. 4s, 2004. 22 10 5.3 5.5 4.9 aie 89 4.5 Junior to West. Lighting Ist 5s. 

Cont. Gas & Electric Deb. ‘‘A’’ 5s, 1958... 117 52 1.8 1.7 1.7 914% 61 8.9 Among the better utility debentures, 

Duke Power Ist & Ref. 4%s, 1967........ 64 40 3.7 3.0 2.7 97%, 96 4.8 Strong issue—interest charges well earned. 

Indianapolis Power & Lt. Ist ‘‘A’’ 5s, 1957. 38 38 2.9 2.7 2.5 995% 95 5.4 Reasonably safe holding. 

International Tel. & Tel. Deb. 5s, 1955..... 187 123 3.0 2.3 1.8 ve 44 Fails to earn charges first 6 months, 

Kansas City Power & Light Ist 4%s, 1961. 41 41 3.8 3.7 4.0 ea 101 4 High grade investment, 

Milwaukee Elec. Ry. & Light Ref. Ist 
(now Ist) 5s, 1961........... gtoeersens 64 64 3.4 2.9 1.9 101% 85 6.1 Medium grade issue, 

xNew England Tel. & Tel. Ist ‘‘B’’ 4%s, 61 88 75 3.2 3.2 3.1 100% 103 4.3 Gilt-edged, 

Pacific Gas & Electric 

wkGen, & Ref. 5s, 1942............22. eee 307 36 2.5 24 2.4 (108% 103 4.6 Prior in lien to the Ist & Ref. bonds. 
let D Tek. 8 BAGS, 9OD ccc cscccccsces 307 170 2.5 2.4 2.4 ox 94 4.9 Strong investment issue. 

California Gas & El. Unif. & Ref. 5s, ’37 307 12 2.5 2.4 2.4 103 104 3.9 Exceptionally well secured issue, 
Sierra & San Francisco Pwr. Ist 5s, 1949 307 11 2.5 2.4 2.4 101 93 5.6 Reasonably strong investment, 
Sierra & San Francisco Pwr, 2d 5s, ‘‘B,’’ . 
ae cobasiesmele PeEASSSESS osesenee SOT 8 2.5 2.4 2.4 oc 85 6.5 Junior to the Ist 5s. 
Great Western Pwr. Ist 5s, 1946........ 19 19 1.8 2.0 2.3 100% 101 4.9 High grade, 
San Joaquin Lt. & Pwr, Unif, & Ref. ‘‘D’’ 
ae a eee ree 84 33 2.4 2.4 1.9 102 92 5.6 Reasonably strong investment. 

Public Service Corp. of N. J, 

Perpetual 6% Certificates .............. 230 19 2.9 2.9 2.9 112B 110 5.5 Well secured by stock of subsidiaries. 
Pub. Serv. El. & Gas Ist & Ref. 4%s, ’67 119 91 3.9 4.0 3.8 100 102 4.4 High grade issue. 

*% United Electric N. J. Ist 4s, 1949....... 119 18 39 40 3.8 98 98 4.2 Underlies Public Service Ist & Ref. issues. 

Southern California Edison 
Gen, 5s, 1 ae Pe eee er ee 138 13 3.8 3.3 3.2 104% 105 4.2 Prior in lien to the Ref. bonds. 

PWRefl. BS, TOL nc cccrssvvcccecvvecsscsee 138 120 3.3 3.3 3.2 102% 102 4.8 High grade issue—Interest amply covered. 

Washing’n Water Power Ist & Gen. 5s, 60 #1 15 6.2 4.0 3.7 ee 98 5.1 Substantial margin of safety in earnings. 

*% West Penn. Power Ist ‘‘G’’ 5s, 1956...... 47 47 4.2 4.0 4.1 105 105 4.6 High grade investment issue, 

American Smelting & Ref, Ist ‘‘A’’ 5s, '47 36 36 12.6 71 15 102% 4 5.6 Affected by chaotic copper situation— 

issue, however, possesses decided merit. 

Armour & Co. (Del.) Ist Guar. ‘‘A’’ 5%4s,’43 68 56 1.8c 1.0c defc 92% 73 9.5 ce Earnings of Armour & Co, (Ill.) guaran- 

tor. Higher meat prices better outlook. 

Dodge Bros. Deb. 6s, 1940 ....... <eabae es 44 7.21 lid . 106% 86 8.5 d Earnings Chrysler, assuming co.—Medium 

e, 

Goodyear Tire & Rubber 1st & Coll. 5s, 57 61 56 a8. 20 28 95 84 6.3 Improving, but issue still medium grade. 

Illinois Steel Deb, 4%s, 1940 ........... so) oe 19 26.22 20.02 3.42 100 100 4.5 a U. 8. Steel’s earnings, guarantor. 

Libby, McNeill & Libby, Ist 5s, 1942..... F 12 12 2.8 2.6 def 94 58 12.5 Large loss last year—Speculative, 

Liggett & Myers 

HDeb. Ts, TOE 2... cccsccevssecssscccveces 28 18 18.9 152 14.7 121% 118 5.0 Senior to the 5s of 1951. 

Te Se Reppert reer 28 15 13.9 15.2 14.7 104 105 4.6 High grade issue. 

New York Dock Ist 4s, 1951 ............. 24 13 1.8 1.8 1.7 873%, 65 7.5 Earnings materially lower first half 1982. 

Std. Oil Co. of N. Y. (Now Socony-Vacuum) Strong debenture, despite last year’s slump 
Dob. GlG8, "BL secccrccccocescssocscsess WW 50 17.7 9.0 al 98% 96 4.8 in earnirgs. 

*Std. Oil Co, (N. J.) Deb. 5s, 1946......... 173 90 19.7 7.4 3.2 108% 104 4.6 Industrial issue of the highest class. 
Texas Corp. Deb. 5s, 1944...............-- 115 100 ies 3.2 def 103 92 5.9 Medium grade—oil outlook improved. 
Tobacco Prod. (N. J.) Coll. Trust Deb. Secured by pledge of a lease agreement 

RRR Re ce Sewn ake =. 36 ms a ae 94 6.9 with Am. Tobacco—interesting issue. 

Union Gulf Coll, Trust 5s, 1950........... 60 60 3.0b defb .. 98 5.2 b “a ie earnings, virtually guaran- 

or of issue. 

Western Electric Deb. 5s, 1944 ........... 35 35 6.9 4.3 3.3 105 101 4.9 Strong issue, though co.’s present earnings 

believed poor, 

Wilson & Co, Ist 6s, 1941 ..........0-- a 19 2.3 2.6 def 108% 87 8.1 Medium grade. Higher meat prices helpful. 

Short-Term Issues 
Amount Fixed Charges 
of this times earnedt 
Company Due issue — Recent Yield to COMMENT 
date (millions) 1980 1931 Price Maturity 

Bethlehem Steel P. M. & Imp. 5s......... 7.1.86 25 4.3 1.0 96 6.5 Steel industry badly depressed—Issue now 

but medium grade, 

Chicago & Northwestern Sec. 64%4s........ 3.1.36 15 1.5 6 79 14.3 R. F. C. averts serious embarrassment. 

xConsumers Power Ist & Ref. 5s........... -1,86 33 4.5 3.7 104 3.6 Exceedingly high grade issue. 

*Cumberland Tel, & Tel. Gen. 5s........ ose waaeee 15 3.9m 3.7m 105 3.6 m Earnings Sou. Bell Tel. assuming co.— 

Highest grade. 

Edison Electric Ill, (Bos.) Notes 5s....... 5.2.35 125 3.2 3.2 102 4.1 Company enjoys a fine credit standing. 

New York Central & H. RB. 4s...... caccece Min 48 1.6p 1.0p 81 p Earnings N. Y. Central R. R., assuming 

co.—Strong issue under influence possible 
financial difficulties. 

xSouthern Pacific R. R. (Cal.) Ist 58....... 111.37 4 2.1r 1.2r 101 4.8 r Earnings Southern Pacific R, R. guarantor 

—High grade bond. 
Texas Power & Light Ist 5s ............. 6.1.37 25 2.2 2.0 101 4.8 Safe investment, 
Third Avenue R, R. Ist 5s .......-....++- 7.1.37 5 1.6 1.9 91 7.4 Among the stronger traction issues, 
Our preferences in above list. E—Estimated. + Fixed charges times earned is computed on an “‘over all’’ basis. In the case of a 
railroad, the item includes interest on funded and other debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it 
includes interest on funded and unfunded debt, subsidiary preferred dividends, minority interest, etc. 








for OCTOBER 1, 1932 



























oF 

















NEW YORK CENTRAL 





: 
fl 





Z 
il 


A: ‘ : 





In a Position for Real Come-Back 


Strategic Territory and Lessons Learned in Depression Should 
Enable Road to Meet Indebtedness and Recover Earnings 
With Any Substantial Improvement in General Business 


By Prerce H. Futton 








[a4 O you realize 
that at the low 
price this year 

of $8.75 a share control 

of New York Central 
could have been obtained 
for $17,500,000, whereas 

the par value ($100 a 

share) of the stock out- 

standing is $500,000,000 
in round figures?” 








Features of New York Central’s Position 


Location of Lines Same as in “Boom” Year, 1929. 
Control of Company Still with Vanderbilts 
Associates. 


Management Virtually Unchanged. 
Only 1930 Earnings Needed for Prosperity. 
Former Short-Term Debt Quickly Paid. 





This observation was 


that he had acquired sufh- 
cient stock to give him vir- 
tual control. 

While in important 
railroad and banking cir- 
wash cles, the accuracy of this 
particular rumor was seri- 
ously doubted, it was 
freely admitted that he 
might have bought a fair- 
sized block of the stock as 
a “trading pawn” against 











made in the course of a 

discussion recently of the 

strikingly low prices at which the 
stocks of the standard railroads and 
systems, as well as the weak lines, sold 
this year before the big recovery started 
about July 1, and of how little money 
would have been required then to buy 
enough stock to control those proper- 
ties. An executive of one of the larg- 
est systems in the United States asked 
the question of an official of another 
railroad, control of which is likely to 
pass to New York Central definitely 
and officially, 2s a part of the proposed 
four-grouping plan for all the railroads 
in Eastern Territory. 

When the executive suggested that 
$17,500,000 would buy control of New 
York Central he did not mean, of 
course, that everyone of the practically 
5,000,000 shares outstanding could ke 
obtained for those $17,500,000. Rather 
he meant that at the low prices of New 
York Central stock this year $17,500,- 
000 would pay for enough shares to 
give control of the company. The In- 
terstate Commerce Commission has 
held for several years that anywhere 
from 25% to 40% of the total out- 
standing common stock of a railroad 
is sufficient for that purpose, by which 
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is meant the so-called working control. 

The $17,500,000 was figured on the 
basis of 40% of 5,000,000 shares, the 
upper extreme of the percentage named 
by the I. C. C. Forty per cent of 
5,000,000 shares would be 2,000,000, 
which, at $8.75 each would come to 
$17,500,000. As a matter of fact, that 
amount of stock could not have been 
acquired at the low level named, as the 
buying would have raised the quota- 
tion, even in the bear market. 


Changing Control? 


When railroad stocks were “boom- 
ing” and were even spoken of as the 
leaders of the market in July and 
August of this year, rumors of change 
of control of several railroads were in 
frequent and persistent circulation. For 
instance, it was claimed that L. F. 
Loree, whose official position is. presi- 
dent of the Delaware & Hudson Co., 
but who has beeri a prominent and even 
sensational figure in the railroad world 
for years, and not infrequently dubbed 
the “Stormy Petrel” of that group, was 
reported to be buying New York Cen- 
tral for control. It was even claimed 


the time when the execu- 

tives of the four large 
eastern systems should actually take up 
terms for the exchange of securities 
under the proposed consolidation plan. 
For the same purpose it was admitted 
that he might have bought a block of 
Delaware, Lackawanna & Western, 
which under that plan is allocated to 
New York Central. 

Undoubtedly control of not a ‘few 
railroads, both large and small, would 
have changed hands when railroad 
stocks were selling at or around the 
low figures of this year, if the money 
had been available and if there had 


- been greater confidence in the immedi- 


ate future of the railroads of this coun 
try. The latter had no money with 
which to buy the shares of other roads. 
Very few of the executives would have 
had an inclination to do anything of 
that kind, even if the money had been 
in the treasury of their companies or 
available from outside sources. The 
banks and private banking firms were 
the only ones that had the cash. It 
is quite possible, in fact, altogether 
probable, that they and small investors 
were the principal buyers on the way 
down in the big slump. Who else, ex’ 
cept some of the strongest and “honest: 
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to-goodness” investment trusts, had 
either the money or courage to buy? 

Still, there is no good reason for as- 
suming that important or general 
changes in control of railroad proper- 
ties in the United States has taken 
place in the past three years as a re- 
sult of the extremely low prices that 
were recorded for railroad stocks. For 
example: 


Central’s Ownership the Same 


The writer, having followed closely 
the affairs of New York Central for 
more than a quarter of a century firmly 
believes that control of this company 
today is right where it has been for 
many years,—viz., with the various 
representatives of the Vanderbilt fam- 
ily still left, their associates in business 
and socially, and with the public. 

For instance, before the big slump 
in all stocks began, Harold S. Vander- 
bilt, son of the late W. K. Vanderbilt, 
who dominated the management of 
New York Central for some years, was 
reported to have been the owner of no 
less, and perhaps more than 250,000 
shares. This large holding with that 
of the present W. K. 
Vanderbilt, Harold’s 
brother, F. W. Van- 
derbilt, and close rel- 
atives of the family, 
make a big total. The 
Harkness familv has 
been a big holder of 
New York Central 
for many years. The 
elder George F. Baker, 
according to official 
records, and his son, 
George F., Jr., owned 
considerably more 
than 200,000 shares. 
It is reasonable to as- 
sume that in each in- 
stance additional stock 
was held in the names 
of other individuals 
or institutions for the 
account of the big 
shareholders men- 
tioned. 

While naturally. the 
shareholding list of 
New York Central, 
like that of every 
large railroad and cor- 
poration, underwent 
many changes during 
the slump, as to sm7ll 
amounts, and in some 
cases, large ones. and 
while good-sized 
blocks may have been 
acquired on the way: 
down or on the way 
up recently, for one 
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purpose or another, there is good rea- 
son for believing that control of New 
York Central today rests in the hands 
just named—the Vanderbilts, their as- 
sociates and the public. 

Therefore, in dealing with the pres- 
ent position and near-by outlook for 
this highly important railway system, 
and its securities, we have in hand a 
property in which the interest and con- 
trol are believed to be the same broadly 
speaking, as when the stock was selling 
at the high record of all time, 2564, 
in 1929. 

This means that these large holders 
have the same vital interest in the 
restoration of traffic and earnings, divi- 
dends and prices for the securities, that 
they had in the continuance of earn- 
ings, high rate of credit and liberal divi- 
dends, before the depression of the last 
three years began. This is a highly im- 
portant point in considering what is 
likely to happen in the next six months 
or a year to New York Central. 

More than this, it should be remem- 
bered that geographically the lines that 
make up this system are the same in all 
important respects as in 1929. A few 
unimportant and unprofitable branches 





D. Douglas etching, Courtesy Jenkins Bros. 
New York Central Station at Buffalo 





may have been given up. There has 
been no other change. The lines that 
now make up the system tap and serve 
the same highly productive industrial 
areas, in which when the mills, factories 
and commercial enterprises of all kinds 
were in active and full operation, 
turned out traffic on a scale sufficiently 
large to enable New York Central to 
show an equivalent of $16.70 on its 
stock for the fiscal year 1929. 


Boom Volume Unnecessary 


When production is restored to‘a 
more nearly normal scale, the traffic 
will be forthcoming again, though not 
for some time, at the rate prevailing in 
that boom year. It is officially stated 
that it would not be necessary for New 
York Central to have such a volume 
of trafic to put it firmly on its feet 
again as to its financial position, credit 
and ability to resume the payment of 
dividends. 

Still another vital point. Not only 
has New York Central management re- 
duced operating expenses sharply, as 
all the railroads have done, by cutting 
maintenance, materially lowering work- 
ing time and pay, and 
cutting off thousands 
of employees, but it 
has done something 
far more important— 
learned more scientific 
and economical ways 
of doing things. They 
are in effect today to 
help keep the prop- 
erty going. They will 
be kept in effect as 
trafic and earnings 
increase unless in the 
meantime still better 
ways are found. 

This point, likewise, 
is of the greatest im- 
portance to New York 
Central security hold- 
ers, for it means that 
out of every dollar of 
gross earnings, it will 
be possible to save a 
larger proportion for 
net earnings than ever 
before. A fairly sub- 
stantial increase in 
freight traffic, it is 
also officially stated, 
could be handled 
profitably without a 
corresponding increase 
in the cost of opera- 
tion. It is admitted, 
on the other hand, 
that a big increase in 
freight traffic would 

(Please turn to 

page 678) 
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PACIFIC GAS & ELECTRIC CO. 





Earnings Well Sustained in 
Depression 


Aggressive Development of Natural 


Gas Will Supplement Electric Revenues 


By Francis C. FULLERTON 





O greater trib- 
ute can be 
paid a public 

utility than to say 
that it has been both 
fair to, customers 
and profitable to 
owners. When the 
Pacific Gas @ Elec- 
tric Co. was founded 
eighty years ago as 
the San Francisco 
Gas Co., 1,000 cubic 
feet of gas cost 
about $15. At the 
present time the 
same quantity of a 
more valuable fuel 





Net income 








Gross revenues 
Deduct expenses, reserves, etc 


Net after taxes 
Deduct interest, depreciat'on, etc 


Preferred dividends 


Net for common 
Average number of shares outstanding. 


Earned per share 


Pacific Gas & Electric Co. 


(Six months to June 30) 

1982 1981 
$43,551,272 $43,706,917 
18,893,363 18,767,775 


company’s _ business. 
The company gen- 
erates electricity by 
both water power 
1989 and steam. It oper- 
$34,118,861 ates fifty hydro-elec- 
1 tric plants with an 

5,948,294 
aggregate _ installed 





—_—_— ——.. 


$24,657,909 
13,785,486 


$24,939,142 
12,982,866 


$18,770,567 capacity of 1,178, 
477 horse power. 





$10,872,423 $11,956,276 


3,974,279 


9,478,935 

Last year the com- 
pany was quite seri- 
ously hampered by 


$9,291,632 
2,761,290 








$7,981,997 
5,966,995 
$1.34 


$6,823,991 
6,236,117 





a deficient water sup- 
ply throughout the 
whole territory. Yet, 
by utilizing reserve 
capacity, rushing to 
completion planned 


$6,530,432 
4,082,947 
$1.60 











is sold at a price 
which averages 67 
cents. That the owners have also fared 
well, will be seen later. 

During the eighty years of the com- 
pany’s life the small local gas utility 
which started with a capital of $150,- 
000 has grown to a huge system having 
total assets of more than $717,000,000. 
The Pacific Gas & Electric Co. is now 
the largest public utility enterprise on 
the West Coast. It serves the greater 
part of Northern and Central Cali- 
fornia, a territory aggregating about 
89,000 square miles, or more than the 
area of the combined states of New 
Hampshire, New Jersey, Vermont, 
Maryland, Massachusetts, Connecticut, 
Rhode Island and West Virginia. The 
territory served by the Pacific Gas & 
Electric Co. supports a population of 
nearly 3,000,000 persons and of these 
1,267,114 were actually enrolled on the 
books as customers at the end of the 
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past year. It is quite important to note 
that this part of the country is the fast- 
est growing of the United States and, 
although even here the rate of increase 
can hardly be maintained in the future 
as it has in the past, it will probably 
exceed the average for some time to 
come. 


From Gas to Electricity 


Though the Pacific Gas & Electric 
Co. commenced life as a gas utility, a 
merger in 1896 resulted in the com- 
pany becoming interested in electricity. 
The new service quickly surpassed the 
old in importance and now contributes 
754% of gross revenues, whereas gas 
contributes but 222%. The remainder 
is made up of small miscellaneous items. 
Let us examine in somewhat greater de- 
tail the two main divisions of the 


additions to steam 
generating equipment, it was enabled 
not only to assume the burden of its 
own hydro-electric deficiency but also 
that of other companies operating in 
neighboring territory. This, however, 
it should be noted added substantially 
to operating costs and last year’s good 
showing might: have been even better 
had the untoward not happened. 
Steam generating capacity consists of 
fifteen plants, having a total installed 
capacity of 510,187 horse power. Last 
year during the drouth the company 
was indeed fortunate in being able to 
supply these plants with cheap natural 
gas. It was only some three years ago 
that Pacific Gas & Electric completed 
its first natural gas transmission line 
from the Kettleman and Buttonwillow 
fields to the San Francisco district. 
Later, in conjunction with the Standard 
Oil Co. of California another line was 
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laid from the Kettleman field and the 
Buttonwillow wells closed down. 

Not only is this gas available as fuel 
in the steam-electric stations of Pacific 
Gas & Electric Co.—they consumed 
more than fifteen billion cubic feet last 
year—but it has also been made avail- 
able to the company’s customers. The 
system’s aggregate outside sales last 
year were in excess of 29 billion cubic 
feet, an increase of 272% over the 
previous year. Remembering that the 
heating value of the natural product 
is about double that of the artificial and 
in view of the fact that the gross reve- 
nues derived from the sale of this fuel 
increased only some 5% for the year, 
it is clear that customers are now ob- 
taining a great deal more for their 
money than was the case in the recent 
past. Indeed, the company stated in 
its last annual report that it had been 
conservatively estimated that the sav- 
ings to customers resulting from rate re- 
ductions during the past ten years and 
from the introduction of natural gas 
amounted to not less than $25,000,000 
annually, or approximately $5,000,000 
in excess of a year’s dividends on the 
entire outstanding issues of preferred 
and common stocks. 

The supply of natural gas 
sems to be assured for many 
years to come, for the fields 
from which it is obtained are 
estimated to be the richest ever 
discovered. Moreover, their ex- 
ploitation by unit operation and 
the California law forbidding 
wastage avert the possibility of 
an early demise. Nevertheless, 
Pacific Gas & Electric Co. con- 
tinues to consolidate its position 
in the field. According to an 
application now before the Cali- 
fornia Railroad Commission the 
company proposes to acquire by 
exchange of stock, Pacific Public 
Service, now controlled joint- 
ly by the Standard Oil Co. 
of California and Pacific Light- 
ing Co. This move which is 
backed by complicated supple- 
mentary contracts may be taken 
to mean that the oil company 
in retiring from the utility busi- 
ness becomes the principal 
source of the Pacific Gas & 
Electric Company’s gas supply 
in the to-be-developed fields of 
northern California as well as 
in those actually producing in 
other parts of the state. 

Despite the fact that the expansion 
of recent years has tremendously in- 
creased both the assets and capital lia- 
bilities of the Pacific Gas & Electric 
Co. the security holder will find noth- 
ing of which to be critical. Per-share 
famings applicable to the common 
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PRICE RANGE 


stock have been reasonably stable tak- 
ing into account the depression and 
the dividend currently being paid has 
been in effect since 1927. Further- 
more, the number of times by which 
fixed charges have been earned has 
trended decidedly upward since 1926. 
A bondholder would be pleased to 
note that between December 31, 1926, 
and December 31, 1931, some $365,- 
000,000 was added to plant and work- 
ing capital, while the corresponding in- 
crease in mortgage debt amounted to 
less than $139,000,000. 

Specifically, the capitalization of the 
Pacific Gas & Electric Co. consists of 
about $139,000,000 in preferred stock 
of $25 par value, or subscriptions to 
this issue, and about $156,000,000 in 
common stock, also of $25 par value. 
Funded debt totals some $308,000,000 
and there is also outstanding a very 
small minority interest in the capital 
stock of subsidiaries. A capitalization 
which has consistently maintained 
ratios of approximately 51% for bonds, 
26% for preferred stocks and 23% for 
common is generally considered con- 
servative and equitable for all con- 
cerned. 


Pacific GAS & ELectric Co. 


COMMON STOCK PRICE RANGE 


NET FOR COMMON STK. 


IN MILLION OF DOLLARS rath 
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Both gross and net income, of course, 
have grown phenomenally, owing in no 
small measure to the various mergers 
and acquisitions which have played 
such an important part in the com- 


pany’s history. For last year Pacific 
Gas & Electric reported gross operating 
revenues of $87,630,661, which rep- 


resented a gain of almost $2,040,000 
over the gross operating revenues of all 
the companies included in the system 
for the previous year. This shows that, 
whereas mergers and acquisitions may 
have been the principal factors in ex- 
panding gross, the company itself has 
also expanded. Earnings for 1931 
were equivalent after all charges to 
$2.73 a share on the 6,232,156 shares 
of common stock outstanding at the 
end of the period. This compares with 
$2.62 for the previous year. 

The steady intensification of the de- 
pression from the first of the present 
year was naturally not without its ad- 
verse effects. For the first half the 
company reported earnings equivalent 
to $1.09 a share on the average number 
outstanding during the period, com- 
pared with $1.34 for the first six 
months of 1931. While on the subject 
of earnings, it is worth noting that a 
decline in per-share earnings such as 
has been experienced recently by the 
Pacific Gas & Electric Co. might have 
been much worse with a different capi- 
talization. In this case, while the com- 
mon is not without leverage, the sub- 
stantial equity enjoyed, reduces the 
fluctuation in earnings to rea- 
sonable proportions. Even after 
deducting 17% of gross reve- 
nues for maintenance and de- 
preciation, there is still ap- 
plicable to the common shares 
of the Pacific Gas & Flectric Co. 
under present unfavorable con- 
ditions not far from 16% of 
gross. This proportion is bet- 
tered only by a negligible num- 
ber of the country’s public 
utilities and contrasts favorably 
with the 10% or less shown by 
the majority of holding com- 
panies. 

Financially, the Pacific Gas & 
Electric Co. is well situated. 
As of June 30, 1932, cash hold- 
ings exceeded $16,000,000. 
Also, there is hardly any doubt 
but that the company’s credit 
standing is such that were it 
necessary to sell securities, this 
could be done even under the 
dificult conditions which exist 
today. The company could not, 
of course, be expected to pay, 
for example, unearned dividends 
on the common stock as is the 
case with certain industrial cor- 
porations. For this reason, should 
earnings drop below dividend require- 
ments there will almost certainly be 
some revision of the disbursements paid 
to common stockholders. 

At the present time the Pacific Gas 
@ Electric Co. is paying $2 a share 
annually on its common stock, a rate 

(Please turn to page 679) 
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Ten Outstanding [Investments 
in Common Stocks 








It is the purpose of this feature to present a group of ably-managed companies, 
which have evidenced an ability to adjust themselves to current difficult conditions. 
We have chosen those which in our opinion have favorable prospects for an early 
recovery in earning power. Common stocks of these companies if acquired during the 
periods of market reaction should prove highly profitable and safe holdings over a rea- 


sonable time. 








F. W. Woolworth Co. 





has been F. W. Woolworth’s 

enviable record over the past 
few years. During a period in 
which industrial profits as a 
whole have dwindled to a frac- 
tion of their former size, the 
maintenance of a boom-time divi- 
dend out of current earnings is un- 
doubtedly a remarkable achieve- 
ment. Per-share earnings for the 
years 1929, 1930 and 1931 were 
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the 20-cent line. Yet, sales for 
the first eight months of the cur- 
rent year without consideration 
of change in the number of stores 
declined 10.6% compared with 
the corresponding previous peri- 
od. Though it might with justice 
be asked what would have hap- 
pened to sales but for the new 
. line, it is only fair to point out 
that the changed policy is still 
decidedly in the experimental 
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equivalent to $3.66, $3.56 and 





stage and that when the full 





$4.24 respectively. The latest 

showing is distorted by reason of a non-recurring profit 
totalling $9,977,452, which arose from the sale of securities 
in the British subsidiary, F. W. Woolworth & Co., Ltd. 
Without this profit the company would have shown earn- 
ings about 90 cents a share less, making adjustment for 
Federal taxes. 

Among the fundamental causes contributing to F. W. 
Woolworth’s sustained profits may be mentioned the essen- 
tial nature of the low price merchandising business and the 
fact that the drastic decline in commodity prices has acted 
to widen profit margins. The latter is true despite the fact 
that it is not apparent from a comparison of total sales 
and net income. Lower commodity prices have enabled 
the company to add merchandise previously out of its reach 
and the small profit on this additional merchandise has 
tended to keep the average profit margin between 10 and 
11 cents per dollar of sales. It is probable, however, that 
the greater variety of goods offered for sale last year was 
instrumental in keeping the company’s gross within 2.3% 
of the 1930 level. 

Nevertheless, even this was insufficient to maintain sales 
volume as the depression deepened during the present year, 
and F. W. Woolworth made a fundamental change in the 
policy on which it had been built. This was the introduc- 
tion of merchandise selling up to 20 cents. The new policy 
is said to be a success and the management is reported to 
be stocking a constantly increasing number of stores with 
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benefits are felt, aided by some 
betterment in the public’s purchasing power, gross sales 
are likely to expand substantially. 

This is not to say, however, that Woolworth can rea- 
sonably look forward to a growth in profits such as occurred 
in the twenty years which followed its formation in 1911. 
In the first place Frank Woolworth’s idéa is no longer new 
and competition in the field may become keener as the years 
go by. More significant still, the company itself shows signs 
of being subject to the law of diminishing returns. Since 
1927, net income applicable to the common stock—exclud- 
ing non-recurring items—has been almost stationary, despite 
a larger number of stores and some increase in total sales. 
Also, one must go as far back as 1927 to find the highest 
average sales per store. 

In a word, the common stock of the F. W. Woolworth 
Co. is no longer a dynamic speculation. Rather, it repre: 
cents an equity in a sound, mature business, which may 
be expected to earn substantial sums of money for many 
years to come. The company is likely to continue 1ts 
present policy of distributing a liberal proportion of earn 
ings to stockholders, for future expansion will require rela’ 
tively little financing. The present dividend rate is $2.40 
a share annually, affording a yield of more than 6% at 
current prices of $38 a share. It should prove an entirely 
satisfactory income-producing medium for the employment 
of common stock investment funds, particularly showed 
there be a further decline in market price. 
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Procter & Gamble Co. 





F for no other reason than 

that it has been an uninter- 

ruptedly profitable business 
for nearly a hundred years, the 
Procter & Gamble Co. merits in- 
vestor attention. Perhaps the 
company’s best known product 
is Ivory Soap and the slogans by 
which it has been advertised. “It 
floats” and “99 44/100% Pure” 
are familiar throughout the | 
world. Procter & Gamble, how- 


~ 
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THE PROCTER & GAMBLE @. 
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its competing on a price basis 
with lard, which was selling 
materially under a year ago. As 
a result of these factors the com- 
pany’s earnings were reduced, 
even before inventory adjust- 
ment, to $18,043,034, equivalent 
to $2.65 a common share. 

The inventory adjustment was 
a serious one. Such raw ma- 
terials as palm oil, tallow, resin 
and coconut oil declined drastical- 








ever, manufactures a number of 





1952 ly, some of them selling at little 





other things almost as well known 

as “Ivory.” These include “Crisco,” a cooking fat derived 
from cottonseed oil, “Chipso” a flake laundry soap, and 
“Camay” a ‘scented soap selling for a slightly higher price 
than “Ivory.” 

The company has expanded vigorously in the past four 
or five years. Not only have a number of independents 
operating in the United States been acquired, but additions 
have been made to the company’s own domestic plants, 
while abroad its position was strengthened by the acquisi- 
tion of a Cuban company and Thomas Hedley & Co., Ltd., 
the largest independent soap manufacturer in England. 
Since entering England, Procter & Gamble has doubled the 
capacity of Hedley’s plant at Newcastle and work has com- 
menced on another plant at Manchester, which will be 
about equal in size to that in Newcastle. 

It has only been within the last year or so that Procter 
& Gamble has really felt the effects of depression. Earn- 
ings for the year ended June 30, 1931, were record break- 
ing, although on a per share basis they exactly equaled the 
$3.37 shown for the previous year, owing to the larger 
amount of preferred stock outstanding in the later period. 
But towards the end of the twelve months ended June 30, 
1932, a severe price war broke out in the soap field and 
Procter & Gamble was obliged to reduce the price of its 
principal lines between 25% and 35% in order to main- 
tain their position. Price reductions were also made in 
“Crisco,” for here a large volume of sales depend upon 


more than half the price they 
commanded a year previous. Consequently, net profit 
after all charges was cut almost in half, bringing per share 
earnings to $1.26. 

It is worth noting that the reduction which took place 
last year in the selling price of the finished product was 
almost entirely offset by the decline in raw materials so 
that, had things remained as they were at the end of the 
company’s last fiscal year, a fair manufacturing profit would 
still have been made in the present year and the large in- 
ventory charge-off would have stood as an isolated, non- 
recurring item. But now that the raw materials entering 
into soap manufacture have commenced to rise in price and 
Procter & Gamble has actually raised the wholesale price 
of some of its principal lines, an offsetting appreciation in 
inventory values may be expected to take place, whether 
or not it appears in the profit-and loss account as such. 

Taking Procter & Gamble’s earnings prior to inventory 
adjustment, it will be seen that the present $2 dividend 
on the common stock was covered last year with a reason- 
able margin to spare. With commodity price stability 
around the present: somewhat higher level and with but 
very moderate improvement in general business, this rate 
may be regarded as being thoroughly safe. Indeed, when 
the full benefits of the recent expansion are obtained a 
higher rate may reasonably be expected. The issue is one 
suitable for long-term holding at levels moderately under 
those currently prevailing. 


Corn Products Refining Co. 





ORN PRODUCTS RE- 

FINING CO., which de- 

rives starch, syrups, sugar, 
and other products from corn, 
has a daily capacity of 185,000 
bushels of corn in its domestic 
plants, which exceeds the aggre- 
gate capacity of its four largest 
competitors. Foreign affiliates 
have an additional capacity of 
65,000 bushels. About a third 
of its tonnage consists of such 
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that earnings are closely depend- 
ent upon the spread between price 
for corn and for finished prod- 
ucts. Sales volume of branded 
package goods is fairly stable and 
the selling prices can be held at 
a level which is reasonably re- 
munerative, regardless of the cost 
of corn. On bulk goods sold to 


LOW manufacturers of such products 


as confectionery, preserves, bak- 
ing products and powder, ice 








nationally advertised packaged a 





cream, paper, asbestos, leather, 





goods as Argo starch, for cooking 
and laundry uses; Karo corn syrup; Mazola cooking and 
wlad oil; Linit starch for the bath; Kre-mel pudding 
powder; etc. Another third consists of bulk products sold 
to manufacturers of textiles, food products, etc.; while the 
temaining third consists of protein and bran by-products 
wed as feed for livestock. The company also makes its 
own shipping cases, cartons, and cans. 

Normally about 60% of production cost goes for corn: so 
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iron products, and chemicals, 

the selling prices can be adjusted to cost of raw ma- 
terial. But there are times, like the present, when little 
or no profit can be realized on the feed by-products which 
may have to meet strong competition from other varieties. 
Factories are situated close to the Corn Belt, and the 
company makes a practice of concentrating its manufacture 
of products marketed abroad in whatever country offers the 
cheapest corn. The company seldom takes a speculative 
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position in corn; though production schedules are at times 
slowed down or speeded up according to the management's 
judgment of the price outlook. 

Regular dividends on the preferred have been paid since 
1917, and common dividends at gradually increasing rates 
have been disbursed since 1920. The present regular rate 
is 75 cents quarterly. Six months’ earnings this year were 
$1.29 per share of common, compared with $1.82 for the 
same period last year. About half of the shrinkage is 
attributable to a shift of export sales from domestic plants 
to foreign subsidiaries. 





Atlantic Refining Co. 





Per share earnings of $3.54 on the common in 1931 were 
about 35% under the peak earnings of $5.49 in 1929; but 
the revival in demand for corn sugar caused by greater 
activity at textile plants has recently led to a marked pick- 
up in business. 

Thus it is reported that the volume of business in August 
ran about 10% ahead of June and July, while September 
is expected to show a further 20% rise. 

For either long or short pull investment the common 
stock seems to be attractive if bought with a reasonable 
regard to market price. 





HE Atlantic Refining Co., 

whose activities were for- 

merly confined largely to 
the production of branded gas 
and lubricating oils from pur- 
chased crude, has of recent years 
been expanding and diversifying 
its field until at the present date 
it produces and markets both at 
home and abroad a practically 
complete line of petroleum prod- 
ucts, out of crude oil taken in 
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and next year 1:3 rights at 40 
were offered to common holders. 
Present dividend rate of 25 cents 
quarterly on the 2,697,000 shares 
now outstanding has been main- 
tained (allowing for split-up) 
since 1915, with the exception of 
a few years when dividends had 
to be suspended under conditions 
prescribed by an issue of short 
term notes. 

Per share earnings dropped 
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large measure from its own wells, 
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from an all time high of $7.72 in 





transported in its own pipe lines, 

and exported in its own tankers. Products are marketed 
at home in Pennsylvania, Delaware and other states along 
the Atlantic Seaboard, and in a number of foreign coun- 
tries. The refinery at Philadelphia has a daily capacity 
of 50,000 barrels of crude, and three smaller plants can 
handle an aggregate of 22,000 barrels. Its subsidiary, the 
Atlantic Pipe Line Co., operates 1,200 miles of gathering 
and trunk lines in Texas and New Mexico, and the com- 
pany has just completed the Keystone Pipe Line from Phila- 
delphia to wells in Eastern and Central Pennsylvania. 

Both the president and the chairman of the board have 
been associated with the company since 1903, dating back 
to eight years before the company was split off from the 
old Standard Oil group. About a third of available earn- 
ings during the past ten years have been distributed to com- 
mon stockholders and the rest ploughed back into the prop- 
erty. Last year alone, twenty-two millions were spent on 
pipe line construction, in the building of a new refinery, 
and in acquiring new oil property. A 900% stock divi- 
dend was paid in 1922, the stock was split 4:1 in 1928, 


1928 down to $0.19 last year, 
ewing largely to overproduction by the industry as a whole; 
but since the situation was brought under better control 
in consequence of better co-operation by producers, partly 
supported by curtailment enforced by state commissions, 
prices have been rising and profits improving. In the first 
quarter of the present year, the company reported profits 
of $0.16 per. share, and was able to show $1.02 earned 
during the second quarter. This compares with a deficit 
of $1.49 a share during the first six months of last year. 

Working capital of $14 a share at the end of last year 
was the lowest reported in a decade, owing to heavy capital 
expenditures and maintenance of the regular cash dividend; 
but the company has no bank loans, notes, nor bonds falling 
due within the next four years and, with rising profits, 
should soan be able to build up its cash position. 

In view of the success with which determined efforts to 
control production, both at home and abroad, are being 
met, Atlantic Refining common stock, now selling about 
$17 a share and paying $1 in dividends, seems to possess 
attractive long term possibilities. 


General Foods Corp. 


Calumet Baking Powder in 1928, 





ENERAL FOODS CORP. 
© represents the fruits of the 

old Postum Co.'s expan- 
sion policy. Postum Cereal, Post 
Toasties, Post’s Bran Flakes, In- 
stant Postum and Grape-Nuts 
were all doing reasonably well, 
but it was thought that the ac- 
quisition of non-competing pack- 
aged specialities with satisfactory 
past records would result in a 
number of advantages. So, in 
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GENERAL FOODS CORP. 





and by Certo, Diamond Crystal 
Salt and Birdseye Frosted Foods 
in 1929. Since, a number ol 
other items have become members 
of the General Foods family and 
today the company manufac 
tures more than sixty different 
products and maintains fifty oF 
more plants located throughout 
the country. 

It was unfortunate perhaps 
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1925 Jell-O was acquired. This 


that General Foods completed the 








was followed by Swans Down 

Cake Flour and Minute Tapioca in 1926, by Baker’s Choco- 
late, cocoa and cocoanut, Log Cabin Maple Syrup and 
Sanka Coffee in 1927, by Maxwell House Coffee and 
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greatest part of its expansion pr 
gram during a time of high prices and large earning power. 
It did not, however, make the mistake of going into debt 
for any property and, on the whole, acquisitions by t 
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exchange of stock were made on a reasonable basis and 
without any marked dilution of the old stockholders’ equity. 
This is shown by the record of per-share earnings, the re- 
cent downward trend of which may be attributed to the 
inevitable effects of depression rather than to the payment 
of an excessive price for new units. 

In 1929, General Foods earned $3.68 a common share, 
in 1930 $3.63 was shown, while for the past year the com- 
pany reported earnings equivalent to $3.44 a share on 
5,275,667 shares of common stock outstanding. This com- 
man stock represents the sole capital liability, for there is 
neither preferred stock nor bonds. Notes payable, how- 
ever, appeared in the balance sheet as of December 31, 
1931, for the first time in several years. Of these $125,000 
were current liabilities, while some $1,712,000 mature in 
March of next year and are convertible into the preferred 
stock of Frosted Foods Co., Inc.,—in the acquisition of 
which company they were contracted—at the option of 
General Foods. 

So far in the present year the decline in General Foods’ 
earnings has shown some tendency to accelerate. For the 
first quarter 84 cents a share was shown, while in the second 
quarter only 65 cents a share was earned. This brought 
the half year’s earnings to $1.49 a share compared with 
$1.93 for the corresponding previous period. 

As a result of the decline in earnings the company re- 
duced the regular $3 dividend to $2 last June, although a 
glance at its financial position would lead one to believe 


that the old rate could have been maintained indefinitely 
had the company so desired. As of June 30, last, current 
assets totaled $36,620,197 and of this some $13,000,000 
was in the form of cash or marketable securities. At the 
same time current liabilities amounted to only $6,564,483, 
leaving a net working capital of $30,055,714. The new 
dividend rate, which may be considered more than reason- 
ably well assured, yields nearly 7% at present prices of 
$29 a share. 

From an investor’s standpoint, the attractiveness of Gen- 
eral Foods lies not only in the relative stability of the profits 
which may be expected to accrue from its widely advertised 
line of packaged foods and the liberal yield which is ob- 
tainable from the stock, but in the prospect of a substantial 
increase in earning power brought about by the company’s 
interest in Frosted Foods. Even though one admits that 
General Foods paid more than enough for this process and 
that it is still somewhat of an experiment, this method of 
food preservation undoubtedly possesses great potentialities. 
By “quick-freezing,” all the natural flavors of fresh vege- 
tables, fruits, meat and fish are preserved. At the end of 
last year there were some 210 stores having the equipment 
necessary to handle this line, and more have been so 
equipped since that time. The common stock of General 
Foods is not only an issue which affords a liberal return, 
but has in addition clearly defined potentialities for future 
profit, so that any recession from present levels would ap- 
pear to afford a buying opportunity. 


Chesapeake &? Ohio 





HE Chesapeake & Ohio sys- 
tem as now constituted, in- 
cluding the wholly-owned 

Hocking Valley R. R., operates 
3,120 miles of road, mostly with- 
in the five Southern and Middle 
Western states of Virginia, West 
Virginia, Kentucky, Ohio, and 
Indiana. Through branches and 
controlled connections it also has 
entrance into Washington, D. C.; 
Detroit, Buffalo, and Chicago. ore 


PRICE SCALE 
W 
Oo 


JJ 


THE CHESAPEAKE & OHIO Ry. @. 


has thus far made a _ remark- 
ably favorable showing. Revenue 
freight tonnage carried in 1931 
was only 10% less than in 1929, 
though gross income was off 
20%. Earnings available for fixed 
charges, which were 3.4 times 
earned in 1931, were off only a 
trifle more than gross income, 
thanks to rigorous operating 
economies. There is evidence, 
however, that a considerable por- 








1931 
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tion of the saving in expenses has 





Next to the Pennsylvania lines, 
it is the largest coal carrying road 
in the United States, and 82% of its freight tonnage is 
made up of bituminous coal taken from the famous Poca- 
hontas fields of Virginia, West Virginia, and Kentucky, and 
the New River and Kanawha fields of West Virginia. 
There is a marked consumer preference for certain grades 
of coal taken from the Pocahontas region from which the 
output during the past 30 years has been increased seven- 
fold. In viewing the long-term outlook for the railway 
company it is well to keep in mind that part of this con- 
sumer preference originates in the comparatively low price 
of Pocahontas coal due to the fact that the mines are non- 
union. If, at some future date, the territory should be- 
come unionized, or wage rates in union fields should be 
lowered to a competitive basis, the railway might lose a 
considerable volume of freight tonnage. There is no im- 
mediate prospect, however, that either of these disturbing 
elements will be injected into the picture; so that recovery 
in earnings to or above the levels of a few years ago now 
rests largely with the prospects for an increase in general 
manufacturing activity with its accompanying enhanced de- 
mand for soft coal. 

In comparison with the inroads made by the depression 
into the operating results of most other carriers, the C. & O. 
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been accomplished by skimping 
on repairs to locomotives and freight cars which cannot be 
postponed indefinitely. 

The regular dividend of 62 cents for the third quarter 
has just been declared, and President J. J. Bernet is reported 
to have stated that a continuance of the present regular 
rate is probable. In buying the stock, however, investors 
will be wise to take into consideration the currently low 
price of the stock in relation to dividends; the fact that per- 
share earnings on the common were only 52 cents in the 
second quarter of this year, compared with 62 cents during 
the first quarter and 90 cents for the second quarter last 
year; while cash on hand at the end of last month was only 
$3,143,415, compared with $5,266,124 a year ago and 
$17,900,000 at the end of 1929. Every nerve is obviously 
being strained to maintain the dividend for purposes of 
carrying through the proposed consolidation without undue _ 
complications; but success in this policy would seem to de- 
pend upon how soon industrial activity picks up. If pur- 
chased on substantial reactions, the common stock should 
eventually bring rewards to patient long pull investors, 
even though the dividend be temporarily reduced or 
omitted later on. 

(Please turn to next page) 
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Standard Oil Co. (New Jersey) 





ECAUSE the Standard Oil 

Co. (New Jersey) makes 

no interim reports, it is im- 
possible to say how much im- 
provement has been registered 
during the current year in com- 
parison with those immediately 
preceding. But that 1932 will 
prove to have been better than 
1931—perhaps even better than 
1930—can hardly be doubted in | 
view of the success attending the 
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the Standard Oil Co. 
Jersey) in particular. 
It would seem, however, that 
an industry which has plumbed, 
through no fault but its own, 
such depths as the oil industry 
would make every effort to avoid 
a repetition of the disaster. In 
this it would be materially aided 
by the recent court decisions and 
by the growing realization on the 
part of the public that uncon- 
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steps taken to abate the evils 





trolled competition is almost as 





which brought the industry to a 
state where even the strongest units found it hard to avoid 
deficits. 

That the oil industry was headed for difficult times was 
clear long before the country as a whole knew that it faced 
a major depression. Over-production in all branches 
gradually became acute and inevitably this was followed by 
cutthroat competition. Indeed, affairs came to such a pass 
that the very stability of the industry was threatened. For- 
tunately, however, at the critical moment curtailment of 
production was forced at the point of the gun. This was 
followed by various court decisions upholding the legality 
of proration and, more important still, by a returning sanity 
on the part of individual producers and refiners. 

But in the meantime much damage had been done. The 
per-share earnings of the Standard Oil Co. (New Jersey) 
declined from $4.76 in 1929 to $1.65 in 1930, while for 
1931 less than 34 cents a common share was reported. And 
this was at a time when the oil industry was unique among 
major industries in the enjoyment of a sustained demand for 
its products. Unlike railroads, makers of automobiles and 
manufacturers in general, it had no drastic decrease in con- 
sumption with which to contend. 

Now, just as production has been brought more or less in 
line with consumption, deepening depression with its ad- 
verse effects on the public’s purchasing power and a marked 
increase in taxation, are bringing about a waning demand. 
Can the industry manage to maintain control of itself in 
the face of this development, which is notoriously con- 
ducive of price wars in the effort to obtain as much of the 
available business as possible? On the answer to this ques- 
tion depends the future earnings of the industry and of 


bad as an uncontrolled monopoly. 

If eventually the oil industry is almost sure to attain a 
high degree of stability, it is to the investor’s advantage 
to select a company sufficiently strong as to be certain to 
survive any intermediate difficulties. Such assurance is 
afforded by the Standard Oil Co. (New Jersey), which 
not only occupies an extremely important position in every 
phase of the business, but is believed to surpass every other 
company in the world in the size of its working capual. 
This, at the end of last year, totaled more than $585,- 
000,000. 

Recently the Standard Oil Co. (New Jersey) has 
strengthened an already strong trade position by acquiring 
the large foreign interests of the Pan American Petroleum 
& Transport Co. With the return to normalcy in inter- 
national trade relationships, the benefits of this acquisition 
will be extremely important. There is also the prospect 
that the company will effect a merger with the Standard 
Oil Co. of California. In which case the combination 
would be indeed gigantic. 

At the present time the common stock of the Standard 
Oil Co. (New Jersey) is selling around $30 a share and 
paying dividends at the rate of $2 annually—$1 regular 
and a regular extra of $1. In the last annual report it was 
stated that the maintenance of these disbursements depended 
upon an improvement in the company’s business. This 
has since taken place and the regular $1 may be regarded 
as entirely assured, while the extra on the basis of present 
business would seem more likely to be continued than not. 
As a long-term equity holding in an industry on which 
modern civilization undoubtedly depends, the issue has 
much to commend it. 


Liggett & Myers Tobacco Co. 


to greater advertising effort and 





S the manufacturer of 
Chesterfield, Fatima and 
Piedmont cigarettes, Vel- 
vet smoking tobacco, Star plug 


tobacco, and little cigars, the Lig- 4 
gett & Myers Tobacco Co. has ¥ 
undoubtedly felt this year’s de- ie 
cline in total tobacco consump- Y 
tion. For the first seven months £ 40 


of 1932, the consumption of small 
cigarettes decreased nearly 20 
12'4%, compared with the cor- 
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to the fact that competitors are 
finding it hard continuously to 
attract attention on the basis of 
sensationalism. 

In addition to the greater per 
centage of the total business, Lig’ 
gett & Myers earnings also will 
reflect sooner or later, depending 
upon its method of bookkeeping, 
the drastic price decline which 
has taken place in raw tobacco. 
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This factor has already been in 





responding period of the previous 
year, while takings of manufac- 
tured tobacco dropped about 442%. There is, however, 
reason to believe that this particular company’s competitive 
position in the field has improved somewhat and that it 
is now obtaining a larger share of the total business than 
was the case a year ago. This perhaps may be attributed 
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strumental in reducing inven 
tories from a peak of more than $103,000,000 at the end 
of 1929 to $90,000,000 at the end of last year. Further 
reduction may be confidently .anticipated when the com: 
pany reports at the end of this year. As a result of lower 
inventory values, a strong cash position is becoming even 
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stronger. As of December 31, 1931, Liggett & Myers had 
cash and marketable securities totaling $55,000,000, where- 
as current liabilities amounted to less than $5,000,000. 

It is this strong financial position, to say nothing of the 
enviable standing of the company in its field, which lend 
so much assurance of its surmounting these difficulties 
brought about directly or indirectly by the depression. It 
is, of course, somewhat disquieting to discover that an in- 
creasing number of states are imposing their own cigarette 
taxes—in addition to the terrific levy imposed by the Fed- 
eral Government—just as consumption commences to fall 
for the first time in more than a decade. Such a situation 
means the deliberate raising of prices during a period in 
which the public is determined to pay less for everything 
and, at the worst, might possibly foster a price war with 
unhappy consequences. 

But this is to look at the future in the most pessimistic 
light. So far the big cigarette companies have contented 
themselves with advertising barrages and there has been 
almost no effort to stimulate a waning business by price 
cutting. Moreover, it is more likely that the present de- 
cline in tobacco consumption is a temporary phenomenon 


caused by the decline in public purchasing power, than 
evidence of permanent saturation.: The United States is 
still far from the lead in per capita tobacco consumption. 

The capitalization of Liggett & Myers is conservative. 
It consists of 225,141 shares of 7%, non-callable, cumula- 
tive preferred stock of $100 par value, followed by 859,856 
shares of common stock of $25 par value, and 2,277,063 
shares of Class B common, also of $25 par value. Funded 
debt, of which there is no maturity before 1944, totals 
some $28,000,000. 

The company has been consistently profitable. Per-share 
earnings on the combined common for the years 1929, 
1930 and 1931 were $7.82, $7.15 and $6.87 respectively, 
so that the regular dividend of $4 and the usual extra 
of $1 were covered in each year with a comfortable margin 
to spare. This year, while earnings may possibly register 
some decline, they will undoubtedly prove to have covered 
the regular rate and are not unlikely to warrant the extra 
which is declared in January. On the basis of the regular 
disbursement alone Liggett & Myers common “B” yields 
more than 6% at current prices of $64 a share: with the 
extra, the yield would be nearly 8%. 


United Gas Improvement Co. 





HE United Gas Improve- 

ment Company's most re- 

cent annual report was the 
fiftieth of these documents it has 
issued. The last forty-six have 
mentioned dividends paid to com- 
mon stockholders and those to 
come will probably continue to 
do so, for earnings have been 
more than ordinarily well sus- 
tained in the face of a steady re- 
duction in rates and the adversi- 
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equivalent to $1.46 per share of 
common stock, compared with 
$1.54 for the previous year. For 
the twelve months ended June 30, 
1932, consolidated net income 
was equivalent to $1.41 a com- 
mon share. In view of the latest 
showing, the common dividend of 
$1.20 a share annually does not 
appear to be outside the com- 
pany’s capacity and the yield of 
more than 6% at present prices 
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ties of depression. 


cnmemenl 
vada! —around $19 a share—is there- 





The company was formed in 
1882 as a consolidation of concerns owning patents for pro- 
ducing water gas. It was the company’s intention to manu- 
facture, sell and install gas producing apparatus. This 
field, however, was too narrow and wishing to enter the 
gas utility business proper, the United Gas Improvement 
Co. in the first year of its existence acquired several small 
operating units. In this way it became the first public 
utility holding company in the country. The acquisition of 
scattered properties, principally gas, continued steadily for 
a number of years. Indeed, it was not until 1924 that 
the company embarked upon that policy of rapid expansion 
and consolidation which made it an electric, rather than 
a gas, utility and one of the principal factors in the field 
on the eastern seaboard. Sch 

Nevertheless, while the United Gas Improvement Co. is 
very definitely a holding company, it presents a very dif- 
ferent picture from that ordinarily conjured up by this 
term. United Gas Improvement, for example has never 
used its investments as security for bond issues and the 
amount of leverage possessed by its common stock is not 
excessive, comparing well with many of the better operat- 
ing companies. Specifically, capitalization consists of 23,- 
254.424 shares of no-par common stock and 751,466 shares 
of $5 preferred. Subsidiary funded debt at the end of last 
year totaled about $247,000,000, while there was also a 
minority interest in the capital stocks of subsidiary com- 
panies amounting to some $38,000,000. 

Consolidated earnings for 1931, excluding the Phila- 
delphia Gas Works which is operated under lease, were 
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fore a liberal one. 

The United Gas Improvement Co. will undoubtedly play 
an important part in any consolidation of eastern utilities 
which may develop in the future. In addition to the ter- 
ritory which the company can call its own—this includes 
such important cities as Philadelphia, Bethlehem, Harris- 
burg, Wilmington and a number of industrial centers in 
Connecticut—it possesses important outside investments. 
At the end of last year, United Gas Improvement held more 
than 2,000,000 shares of the Public Service Corp. of New 
Jersey. This, coupled with that which is held by the United 
Corp., constitutes control of Public Service. Large blocks 
of stock in the Niagara Hudson Power Corp., Common- 
wealth & Southern Corp., and the Midland United Co. 
are also held by the United Gas Improvement Co. Last * 
year, the company’s “other income” after expenses and 
provision for taxes amounted to nearly $11,000,000. 

In appraising the investment attraction of any public 
utility holding company at the present time, sight must 
not be lost of the possibility that some measure of Federal 
control of these companies will shortly be put into effect. 
We are inclined to believe, however, that the threat will 
have a more adverse action marketwise than will prove to 
have been warranted by the actual legislation. Moreover, 
such organizations as the United Gas Improvement Co., 
giving every indication of being soundly constructed and 
operated, have much less to fear from Federal regulation 
than their shaky and over-extended contemporaries, which 
are the cause of all the trouble. 

(Please turn to page 673) 

















New Way of Settling Foreign 
Debts? 


The Cuban Government has under 
consideraton at the present time a bill, 
whereby, in consideration of the liqui- 
dation of the country’s external, in- 
ternal and floating debt, estimated to 
total $200,000,000, an American oil 
company would be given a 40-year 
monopoly on petroleum and its deriva- 
tives. The Standard Oil Co. (New 
Jersey) is said to be giving the plan 
serious consideration and it is believed 
that the Consolidated and Shell com- 
panies have been made similar offers. 
The plan seems an excellent one from 
Cuba's point of view. But will it be 
as satisfactory to the company which 
agrees to operate it? In exchange for 
United States dollars, the oil company 
is going to obtain Cuban pesos over a 
long period and it will be no easier for 
the company to change pesos back into 
dollars than for the Cuban Government 
to do so—something which is extraor- 
dinarily difficult currently, owing main- 
ly to the low price of sugar and the 
world-wide system of quotas and re- 
strictions placed on this product. In- 
directly, the operation calls for the pur- 
chase of sugar with pesos, shipment of 
the commodity to the United States, 
follows by payment in dollars. If 
sugar goes up and our tariff goes down, 
all well and good, but if the reverse 
takes place .. . . this, however, is prob- 
ably the contingency that the interested 
oil companies are weighing at the mo- 
ment. 


* * * 


Taxes Obscure Real Equity 


A man buying a house and paying 
50% of the purchase price no doubt 
thinks that he has carried out the 
transaction on an ultra conservative 
basis. The mortgagee of the other 
50% likewise thinks that he has made 
a conservative commitment. But is 
this really so? Capitalizing the amount 
paid in taxes, at least so far as our large 
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urban and suburban centers are con- 
cerned, brings out the unpleasant fact 
that some governmental body virtually 
has a first mortgage upon the property 
to the extent of a third or one-half of 
its present value. Should anything go 
wrong at a time like the present when 
real estate is hard to move—to put it 
mildly—the unfortunate owner is more 
than likely to find that his equity is 
non-existent. Even the owner of the 
“first” mortgage will wonder about the 
strength of his investment the moment 
the taxes go unpaid and will become 
aware of the fact that he holds a sec- 
ond mortgage. The same reasoning ap- 
plies to all kinds of industrial, railroad 
and public utility bonds. Ahead of all 
the funded debt there is the tax lien— 
something which must be paid on time, 
ahead of everything else, which cannot 
be estimated beforehand except with 
indifferent accuracy and whose burden 
is becoming increasingly onerous. 


* * * 


The Studebaker-White Merger 


Subject to the approval of three- 
fourths of the stockholders of White 
Motor Co. a merger has been arranged 
between this company and the Stude- 
baker Corp. It is proposed to give 
White stockholders for each share $5 
in cash, $25 in Studebaker 6% two- 
year notes, and one share of Studebaker 
common stock. The two-year notes 
may, at the option of the company, be 
extended to eight-year notes, exchange- 
able into common stock at $25 a share. 
Is the plan a fair one to White stock- 
holders? At the present time White 
is quoted around $25 a share and 
Studebaker around $8 a share. With 
the $5 in cash and a share of Stude- 
baker, it therefore means that White 
stockholders are obtaining $25 in 
Studebaker notes for $12. Are the 
Studebaker notes worth more than 50 
cents on the dollar? This is the crux 
of the whole question. For the first 
six months of the current year, Stude- 














baker reported a net loss of $2,400,000. 
Moreover, the company’s balance sheet 
as of the end of the period disclosed 
a not particularly strong financial posi- 
tion, with notes payable of $5,500,000 
a prominent item. White reported for 
the first six months a net loss of $1,- 
430,000. On the other hand, White's 
latest balance sheet showed current as 
sets, including nearly $9,000,000 in 
cash or U. S. Governments, totaling 
$21,500,000. Net current assets were 
in excess of $20,000,000. As the com- 
pany’s capitalization consists solely of 
650,000 shares of common stock, net 
current assets applicable to the stock 
amount to about $31 a share. There- 
fore, if the White stockholder agrees 
to the plan he is virtually exchanging 
his current assets for $5 in cash, $25 
in Studebaker notes at par and obtain- 
ing a share of Studebaker common for 
his share of plant, equipment and in- 
vestments. White's plants are carried 
at a depreciated value of about $12.50 
a share and investments around $9 a 
share. From the point of view of the 
Studebaker Corp. the scheme is surely 
advantageous, for it will bolster the 
company’s cash position in a difficult 
period. But from the point of view 
of the White stockholder, apart from 
the expected economies in manufactur- 
ing and distribution, the benefits are 
less clear. Would it not be better for 
him to sell his stock in the open market 


for $25 a share and buy 2 shares of 


Studebaker—one to maintain his pres’ 
ent position and the other to compen: 
sate for the loss of a $13 profit which 
would have accrued to him under the 
merger plan when the notes are paid 
off? In this way he will obtain some 
$9 in cash immediately, instead of $5 
under the plan and, in the event that 
the merger proves to be all that is ex’ 
pected of it, his profit from two shares 
of Studebaker stock will probably ex’ 
ceed that to be derived from one share 
plus a $13 profit from the note. In 
either case he must speculate on the 
company’s future. 
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Taking the Pulse of Business 


— Broad Credit Base Established 


— General Activity Gains Slightly 


MPROVEMENT in gen- 
eral business conditions 
during the past three 

months has in many respects 
followed the sequence of 
events with which previous 
depressions in this country 
have terminated. Starting 
with cessation of the foreign drain upon our gold reserves, 
banking conditions have strengthened progressively until a 
large supply of loanable funds has accumulated to finance 
a business revival. This is evident from the low level of 
our Cost of Business Credit line. Then came the great 
speculative rise in raw material and security prices which 
has stimulated a considerable movement of raw and semi- 
finished goods from first into second hands, and thereby 
ushered in a somewhat more than seasonal increase in em- 
ployment. Reflecting these influences, our Business 
Activity index has risen so conspicuously during the past 
month that it clearly indicates at least a temporary halt to 
the long recession in the physical volume of production and 
trade. 

This is far from proving, however, that business will be 
good this autumn, or even early next year. Such improve- 
ment as has already taken place is by no means uniformly 
distributed, and many grave obstacles to long sustained pros- 
perity still remain to be attacked. Distress from unemploy- 
ment threatens to become acute during the coming winter, 
business failures will continue to be abnormally large for 
some months to come, and more dividends will be reduced 
and omitted. Starting from an exceptionally low base, it 
may be a slow climb before general business conditions can 
reach normal, and even then there is likely to remain a 


— Commodity Speculation Wanes 
— Textiles Continue Strong 


— Shoe Business Improves 


deplorable amount of tech- 
nological une m p1o yment. 
The world’s topheavy struc- 
ture of taxes, tariffs, debts, 
and international hatreds still 
continue to menace our 
economic stability. 

In view of such outstand- 
ing problems which still call for solution it remains to be 
seen if the rather mild recovery, which has already set in, can 
gather sufficient momentum to restore prosperity without 
an intermediate relapse. Had the situation been thoroughly 
adjusted to the new lower price level for commodities be- 
fore improvement began it would be possible to view the 
future with fewer misgivings. It would then have been 
reassuringly logical to expect that the recent slight better- 
ment in employment would result in progressively larger 
payrolls which, joined with speculative profits from the rise 
in securities and basic commodities, would in due time flow 
over into retail trade channels and then into the financing 
of capital expenditures. 

As pointed out in our last issue, a large and rising de- 
mand for capital goods is an indispensable concomitant 
of prosperity. At current prices, about twenty billions 
would have to be spent annually for new plant and equip- 
ment, together with replacements and repairs of old equip- 
ment, if business is to boom again as it did in 1928 and 
the earlier part of 1929. Sums which the Reconstruction 
Finance Corporation is prepared to advance on new con- 
struction work amount to less than a tenth of this; but 
the theory is that such expenditures will break the present 
deadlock and encourage banking and private funds to swell 
the stream of expenditures for capital goods until the water 
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level eventually rises to a moderate prosperity level. Time 
alone will tell if it is to work out that way; though grounds 
for moderate optimism are derivable from a more detailed 
examination at the present time of the outlook for leading 
industries. 

The Trend of Major Industries 


STEEL—The expected boom in the steel industry is dis- 
appointingly slow in getting underway. Ingot production 
for the country as a whole over the past week or two 
has risen only from 12% of theoretical capacity to 16%. 
So small a rise from so low a base means practically noth- 
ing. Moreover, it must be remembered that the steel in- 
dustry as a whole can hardly expect to be even moderately 
prosperous until the rate of operations reaches 50% of 
theoretical capacity. Hopes for improvement over the near 
future center larger on the demand from the railroads. Yet, 
despite the facilities lent by the Reconstruction Finance 
Corp., most roads will probably await a greater increase 
in traffic than has occurred so far before authorizing large 
expenditures for maintenance. The prospects for automo- 
bile demand are somewhat better, but larger manufacturers 
are displaying an inclination to defer the introduction of 
new models as long as possible. While the outlook for 
the steel industry from the volume side is not more than 
moderately bright, scrap prices have rallied strongly and as 
this usually foretells the trend in finished steel the move- 
ment may indicate general improvement in the price level. 


PETROLEUM—The bright near-term outlook for the 
oil industry must now be modified somewhat. Despite the 
accelerated fall of consumption, the allowable daily flow 
from the East Texas field has been increased materially. 
Moreover, there is no evidence that bootleg oil is coming 
to market in any smaller quantity. As a result of the large 
supply of crude being sold under posted prices and with 
stocks of gasoline some 14% above those of a year ago, 
sporadic price sniping has developed almost into a general 
war. Estimated earnings for the third quarter must be 
revised downward. While it is disappointing to see an 
industry which appeared to be well on the road to recovery 
experience a setback, a repetition of the chaotic conditions 
of last year is inconceivable. 


METALS—From the standpoint of metal consumption, 
nothing of impor- 


the automobile industry can be expected, and canning 
activity is very definitely lower. Copper is being held 
firmly between 6 and 6!% cents a pound for domestic 
delivery. 

Lead and zinc, however, have backed away from their 
recent highs, for prospective buyers have been driven away 
by the sharp increase in quotations. 


LEATHER AND SHOES—Over the past month or so, 
shoe production has scored an unseasonal and unexpected 
increase. Many factories are now working at capacity and 
their entire output for the next three months has been sold 
at price ranging from 10% to 15% higher than those re- 
cently prevailing. The demand has, of course, been pre- 
ponderantly for boots and shoes selling in the lower price 
brackets. Nevertheless, it is extremely interesting to note 
that recently reports have stressed greatly improved sales 
of the better grades. As a result of the increased manufac- 
turing activity, hide prices have rallied sharply and there 
also has been an increase in the volume of transactions. 
June futures are currently quoted at 8.75 cents a pound. 
Both shoe and leather manufacturers may be expected to 
benefit from these developments, but anything in the way 
of spectacular earnings is remote. 


TEXTILES—The recent improvement in textiles gen- 
erally has been astonishing. Shut-down mills are reopen- 
ing and those on part time are being put on full time. As 
an example of what has been taking place, it may be said 
that employment in Rhode Island's silk mills jumped nearly 
65% in August, employment in woolen mills nearly 17%, 
and in cotton mills nearly 16%. Since the end of June, 
the increase in textile employment is estimated to have 
averaged better than 70% for this particular state. The 
improvement at the same time last year was very small. 
Consumer demand for textiles in general is good and re- 
tailers are seeking anticipations on goods ordered for future 
delivery. Some retailers are actually losing business, owing 
to their policy of carrying ridiculously small stocks. There 


has been a very clearly defined trend towards higher prices . 


in most lines, despite the resistance of buyers. 
Conclusion 


While improvement in the physical volume of produc- 
tion and trade during the past four weeks has undoubtedly 
been of somewhat 
more than sea- 








tance has taken 
place. In the 
field of price, 
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THE TREND OF COMMODITY PRICES 


U.S. DEPARTMENT OF LABOR INDEX -1926=100 





Change in Major Commodity Groups for the Fortnight Ended 
September 17, 1932 








sonal proportions, 
its.immediate or- 
“gin may be 
traced to the 
speculative rise in 
commodities and 
securities which 
has now come to 
at least a tem: 
porary halt. 
If gains in 
‘general _ business 
activity are to 
proceed much 
further, they will 
have to be moti 
vated by a more 
substantial in- 
crease in con 
sumption of capi 
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Common Stock Price Index 

1932 Indexes 
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WEEKLY STOCK SALES sige oy eo 46 COMBINED AVERAGE . 


142.4 9383.0 934.8 Agricultural Implements .... 17.9 63.1 
21.2 Amusements .....eeceeseees 11.4 59.3h 
Automobile Accessories 10.7 30.2 
Automobiles ........+.ssee0e 5.8 17.6h 
Aviation (1927 Cl.—100)..... 55.6 
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CALL MONEY 


Chemicals & Dyes 

Coal .. 

Construc 

Copper ..cccccccccccece 

Dairy Products 

Department Stores ......... 

Drug & Toilet Articles...... 
Electric Apparatus .. 

Fertilizers oe 

Finance Companies ........ é 

Food Brands . 

Food Stores ie Se ; 
Furniture & Floor Covering.. 
Household Equipment 

Investment Trusts ..... 

Mail Orders ..4..scccccee oe 
Petroleum & Natural Gas.... 
Phonos, & Radio (1927—100). 
Public Utilities 

Railroad Equipment ...... 
Railroads ..csccccccrescccce S388 
Restaurants .. -. 444 
Shipping ..... rer oa” 
Soft Drinks (1926 Cl.—100).. 89. 

Steel & Iron ............5.. - $1.5 


9 
Sugar ...... ecconcccescocnse A \. . 9.1 
Bulphur ......sceceees eoeee 121.6 114.2 106.3 


Telephone & Telegraph...... 57.2h 
TOREISS  sccerccaccecsesscos.s 53.5 45.2 
Tires & Rubber ............ 9.7 
61,2 

INVENTORI 27.0 
Variety Stores x 41.0 
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STEEL OPERATIONS 
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INDEX SCALE 
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(An unweighted index of weekly closing -prices; compensated for stock dividends, rights, 
and splitups; and covering about 90% of the total transactions in all Common Stocks listed 
on the New York Stock Exchange.) 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


investment interest. 


particularly appropriate since they often are of interest to many. 


The services of! 


this department also are available for answering investment questions of general in 
terest excluding inquiries regarding the position or prospects of individual securities. 








Has the Credit System Failed? 


Revival Depends Upon the Renewed Use 
of Bank Credit As a Substitute for Money 


Editor, READERS’ FoRuM: 

The failure of the Capitalistic Sys- 
tem, with its corollary, the breakdown 
of the Gold Standard Monetary Sys- 
tem, are the problems now engaging 
the thoughts of the world’s foremost 
economists and statesmen. The leading 
economists are charged with failing to 
present the solution for a situation, 
which as Senator Walsh of Montana 
recently said, was “too harrowing in its 
detail, too notorious to require recital.” 

The thought is here advanced, that 
economic law has not failed, but on the 
contrary, the teachings of the greatest 
economic waiter of this age, John 
Stuart Mill, offers the remedy, which 
is simple and its application will be 
universally beneficial. The science of 
economics has not failed. The reverse 
is true and John Stuart Mill's “Prin- 
ciples of Political Economy” are demon- 
strated as absolutely necessary and 
essential to guide civilized society and 
promote world progress. To under- 
stand how society is opposing the 
orthodox economics of John Stuart 
Mill, attention must be directed to the 
conventional use of money and credit 
as media of exchange by the commer- 
cial and banking industries of the 
United States. Mill's “Principles of 
Political Economy,” in Book III, Ex- 
change, devotes a whole chapter to the 
subject, “Of Credit, as a Substitute for 
Money.” 

What present day economists have 
inadvertently overlooked, is the fact 
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that the American capitalistic system 
undertakes to suspend and repeal the 
immutable economic law “of credit, as 
a substitute for money.” To accord 
with the principles established by Mill, 
would require Capitalism to use eligible 
credit predominantly as a medium of 
exchange. The prevailing practice of 
the United States’ capitalistic system, 
is to discard and extinguish regular, 
established, time selling terms of 30, 
60, 90, 120 days, or other stated time 
terms, thus destroying eligible commer- 
cial. credit at its source, substituting 
therefor money; the substitution of 
money for credit being diametrically 
opposite to Mill’s law “of credit as a 
substitute for money.” 

President- Hoover expressed a vitally 
significant truth, when he said, “The 
restriction or destruction of credit crip- 
ples the revival and expansion of agri- 
culture, industry, commerce and em- 
ployment.” To understand when credit 
is restricted and when credit is unre- 
stricted and functions “as a substitute 
for money,” attention must be direct- 
ed to the current American price 
system. 

The American price system is com- 
posed of two schools of thought. One 
school. of. thought, greatly in the 
minority, measured by the volume and 
value of goods exchanged, believes in 
the principle “of credit, as a substitute 
for money” demonstrating their belief. 
by permitting the regular established 
credit time terms to function and there- 


by avoiding the economic error of re- 
stricting credit. 

The other school of thought, vastly 
in the majority, measured by the vol- 
ume and value of goods exchanged, 
ignores and disregards the principle “of 
credit, as a substitute for money.” 
The members of this school demonstrate 
their opposition to orthodox economic 
principles, by discarding and destroying 
the regular established credit time terms 
of 30, 60, 90, 120 days, or other stated 
time terms, thus committing the eco- 
nomic error of restricting credit and 
needlessly wasting money capital. 

The use of a trade bill is not the 
fundamental factor in avoiding the re- 
striction of credit. “A concern that 
markets its goods with a straightfor- 
ward, net time price of 30, 60, 90, 120 
days or other stated time terms, ob- 
serves economic law and is using an 
honest natural price system, notwith- 
standing the fact, that the transaction 
is represented by a book account and 
not closed with a trade bill. Credit 
obviously is not restricted under these 
circumstances and the avoidance of the 
restriction of credit is the fundamental 
factor. The trade bill does, however, 
serve a highly important and useful 
purpose, for the reason that it is an in- 
strument which improves on the dor 
mant book account, by changing its 
form to one that is more conveniently 
vendible with the banker. 

For reasons that are obvious, there is 

(Please turn to page 674) 
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Answers to Inquiries 








The Personal Service Department of THE MaGAZzINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 
ing and reliability of your broker. This service in conjunction with your subscription should 


represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 

4. It not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requiring additional service. 


It is subject only to the following conditions: 








LOOSE-WILES BISCUIT CoO. 


I have been watching the record of 
Loose-Wiles Biscuit Co. both as to their 
business progress and marketwise, and it 
seems to me that this company offers sound 
investment possibilities. What is your 
opinion? —F. R. D., Chicago, Ill. 


This company is the second largest 
biscuit manufacturer in the United 
States. Over 350 varieties of crackers 
and fancy biscuits are sold, mostly in 
packages under the trade name “Sun- 
shine.” The record of earnings is 
quite impressive, indicating a healthy 
growth in business over a long period 
of years. From 1921 to 1929, in- 
clusive, net income each year was larger 
than in the preceding year. In view 
of the fact that public economy brought 
on by the depression, has curtailed the 
demand for fancy crackers, Loose- 
Wiles earnings have been fairly well 
maintained. For the six months ended 
June 30, 1932, $1.21 a share was 
earned on the common stock compar- 
ing with $1.70 a share in the corre- 
sponding period of 1931. For the full 
year 1931, $3.14 a share was earned on 
the stock comparing with $3.99 a share 
in 1930 and record earnings of $4.88 
a share in 1929. Balance sheet as of 
December 31, 1931, discloses a satis- 
factory financial condition with current 
assets of $8,000,077 compared with 
current liabilities of $1,866,372. In- 
cluded in current assets was $2,404,000 
cash and marketable securities. Funded 
debt has been reduced to $571,000. 


There are 37,142 shares of 7% cumu- 
lative 1st preferred stock, par $100, 
and 547,991 shares of common stock 
of a par value of $25 outstanding on 
which dividends are being paid at the 
rate of $2 a share per annum. The 
record of the company indicates that 
it has maintained a strong position 
in its industry and there is every 
reason to believe that when gen- 
eral conditions improve, earning power 
lost during the depression will be large- 
ly recovered. We rate the stock as 
having good possibilities for apprecia- 
tion in value over the longer term. 


AMERICAN CAN CO. 


I am holding 200 shares of American 
Can purchased in 1931 at an average price 
of 75. I would like your opinion as to the 
advisability of averaging at this time. 
What are the near time prospects?—H. D. 
O., Yonkers, N. Y. 


In view of the fact that no interim 
reports are published by American Can 
Co. during the year, it is extremely 
difficult to make an accurate appraisal 
of its shares at prevailing prices. Re- 
cent reports emanating from well in- 
formed sources, however, indicate that 
full 1932 profits will fall considerably 
under those of $5.11 a share reported 
for 1931. This factor, coupled with 
the announcement by the company that 
it had abandoned new construction 
temporarily in order to conserve cash, 
makes for uncertainty as regards to 


dividend payments on the common 
stock. As a result of nearly thirty years 
of expansion..and integration! of can 
making properties, American Can now 
ranks as the leading producer in the 
world, accounting for 45% of the do- 
mestic output. Because of the wide 
diversification afforded by its customers, 
ranging from the food and tobacco in- 
dustries to miscellaneous users of tin 
containers, the company can be said 
to be engaged in a basic industry, and 
is in a favorable position to reflect gen- 
eral business recovery. Thus, while the 
common stock cannot be regarded as 
outstandingly attractive’ .on medium 
term prospects the issue offers distinct 
possibilities over the longer term. We 
therefore favor retention of present 
holdings, and would not oppose moder- 
ate additional commitments on market 
recession. 


SEARS, ROEBUCK CoO. 


My broker informs me that current prices 
for Sears, Roebuck common are too high, 
and believes that I should sell with a view 
toward repurchase at lower levels. I am 
not a trader, and therefore not particularly 
interested in day to day price changes. 
However, I do not want to hold my stock 
(200 shares) if prospects for the company 
are unfavorable. Should I sell and take a 
loss, or hold for longer term developments? 
—S. R. L., Portland, Ore. 


Originally Sears, Roebuck was ex- 
clusively a mail-order house, but dur- 
(Please turn to page 680) 
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INDUSTRIALS AND MISCELLANEOUS (Continued) 


Baldwin Loco. Works 
Barnsdall Corp. Cl. A 
Beech-Nut Packing 


Best & Co, 

Bethlehem Steel Corp 
Bohn Aluminum 
Borden Company 


Briggs M 
Burroughs * adding iasca 
Byers & Co, (A. M.) 

Cc 


California Packing 
Calumet & Hecla 
Canada Dry Ginger Ale 
Case, J. I. 
Caterpillar Tractor 
Cerro de Pasco Copper 
Chesapeake Corp. 
Childs Co. 
Chrysler Corp. 
Coca-Cola Co. 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron 
Columbian Carbon 
Colum, 
Commercial Credit 
Commercial Solvents 
Commonwealth & Southern . 
Consolidated Gas of N. Y. .. 
Continental Baking Cl, A.... 
Continental Can, Inc, 
Continental Oil 
Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 
Curtis Publishing 
Curtiss Wright, Common 

D 


Davison Chemical 

Diamond Match .. 

Dominion Stores . 

Drug, Inc. 

Du Pont de Nemours .. 
E 


Eastman Kodak Co 
Eaton Mfg, 

Electric Auto Lite 
Elec, Power & Light 
Elec, Storage Battery 
Endicott-Johnson Corp. 


F 


Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 

Fox Film Cl. A 

Freeport Texas Co. 


@ 


General Amer. Tank Car 
General Asphalt 
General Electric 
General 
General 
General 
General Railway Signal 
General Refractories 
Gillette Safety Razor 
Gold Dust Corp. 
Goodrich Co. (B. F.) 
Goodyear Tire & Rubber 
Granby Consol. Min., Smelt, & Pr. 
Grani Union 
Great Western Sugar 
Gulf States Steel 
zx 
Hershey Chocolate 
Houston Oil of Texas (New) 
Hudson Motor Car 
Hupp Motor Car 
I 
Inter, Business Machines 
Inter. Cement 
Inter, 
Inter. 
Inter, 
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Kelvinator 
Kennecott Copper 
Kresge (8, 8.) 
Kreuger & Toll 
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We have prepared an 
ANALYSIS of 


Gen. Motors 
and 


U. S. Steel 


Sent upon request 


Urr Statistical Department 
invites inquiries. 


Accounts Carri:d on 
Conservative Margin 


NEWMAN BROS. 
& WORMS 


MEMBERS 

New York Stock Exchange 
New York Cotton Exchange 
New York Produce Exch inge 

New Orleans Cotton Exchange 
Chicago Board of Trade 
Associate Memli rs 
New York Curb Exchange 


25 Broad Street New York 











Stocks Bonds 
Cotton Grain 


Folder explainine margin 

requirements, commission 

charges and trading units 
furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


PRINGS & CO. 


BROKERAGE SERVICE SINCE 1898" 


ew York: Stock Exchange 
Members { New and other leading exchanges ~ 


60 Béave: St. NEW YORK 15. W, 47th St 

















FULL and ODD LOTS 


of listed securities bought and sold for 
cash, or carried on conservative margin. 


Leaflet explaining Margin requirements 
sent on request. 


MCClave & Co. 


Members 


a York Stock Exchange 
New York Cotton Exchange 
New York Curb Exch (Associate) 


67 Exchange Place; . New York 
Telephone HAnover 2-6220 


Branches 
Central Sav. Bank Bldg., 2112 Broadway. 
1451 Broadway, Cor. 41st St. 
71 Vanderbilt Ave. at 45th Se. 






































We invite inquiries 
from individuals 
who desire to open 


MARGIN ACCOUNTS 


either in 


100 Share Lots 
or 


Odd Lots 


OUR BOOKLET 
“ Stoc’: Exchange Service” 


sent on request for MW-1 


| M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R A Coykendall J. G. Bishop 
Member 
New York Curb (Asso,) 


20 Broad St. New York 
































Two can live 
almost as cheaply 
as one... 


stance, rooms at the mini- 

mum rate of $3 a day for one 
person, are only $4 a day for two. 

And the Lexington is a new hotel, 

located in the Grand Central Zone, 

one block from fashionable Park 


HOTEL 
LEXINGTON 


Grand Central Zone, Lexington Ave.at48th St. 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’! Manager 
Teun peadenenneeeeenaneenstinnene nannnannneneeinensiienionemer ieee 


$ a day more for two persons at 
1 the Hotel Lexington. For in- 




















Price Rangeof ActiveStock 
INDUSTRIALS AND MISCELLANEOUS (Continued) 
1930 1981 1982 —_ et 
L High Low High Low High low 9/ai/ae aan 
Liquid Carbonic ................ 81% 39 55% 13% 22 9 15 1 
NE eee os em eb ep ve 95% 41% 63% 23% 37% 13% 344% +4 
Loose-Wiles Biscuit ............ 10% 40% 54% 28% 36% 16% 27% 2 
NOE bec das raks sins chucecss 28% 8% 21% 10 18% 9 16% 1.20 
u ; 
Mack ee RS as bccn Oe sws-cewe 881%, 3356 48% 12 26% 10 26 1 
OT ee OS 5 ree 159% 81% 1064, 50 60% 17 48% 2 
Magma Copper ........ ........ 621, 19% 27% ™M 18% 4% 10% .50 
Marine Midland ................ 3214 17% 24Y, 9% 14% 6% 12 .80 
Mathieson Alkali ..........: .. 81% 30% 31% 12 20% 9 19 1% 
May Dept. Stores ...... 61% 273% 15% 9% 17 1 
McKeesport Tin Plate .. -- 89% 61 103%, 38% 62% 28 52% 4 
Mont. Ward & Co. .............. 49% 15% 29% 6% 15% 3% 14% 
N 
Nash Motor Co. ................ 58% 21% 40% 15 19% 8 17 
93 68% 83% 86% % 20% 42% 2,80 
-. 88% 275% 39% 1% 18% 6% 15% Ct. 
National Dairy Prod............. 62 35 50% 20 31% 14% 22y, 2 
National Power & Light........ 58% 30 44Y, 10% 20% 6% 17% 1 
Nevada Consol, Copper...... -ese 88% 9 14% 4 10% 2% 8% Sg 
North Amer, Aviation .......... 15% 44%, 11 2 5% 1% 4% 7 
North American Co, ............ 132% 57% 90% 26 43%, 18% 86%, §10% 
te) 
RE eee ti ae. asin ic hwdis seo 34% 16 19% 5% 11 5 9% .40 
ee ere eee 80% 481% 58% 16% 221% 9 17% 1 
OR ch kG kd cy Sis o abe ws 38% 9% 16% 8% 9% 1% 1% x 
P 
Pacific Gas & Electric.......... 14% 40% 54% 29% 87 16% $2 2 
Packard Motor Car..... ........ 23% ™% 11% 8% 5% 1% 4% a5 
Paramount Publix ..... ........ 1™% 34%, 50% 5% 11% 1% 5% 
Bn Ts Os) ccs cccnsscckeses 80 27% 44%, 26% 844, 18 23% 1.80 
Phelps Dodge Corp.............. 44% 19% 255% 5% 11% 3% 8% 
Phillips Petroleum ............. 44%, 11% 165% 4 8% 2 1% 
Prairie Pipe Line ............... 60 16% 26% 5% 12% 5% 10 me 
Procter aC ae rea 18% 52% 1% 36% 42% 19% 33% 2 
Public Service of N. J. ......... 123% 65 961% 49% 60 28 51% 3.20 
areas ae 89% 47 58% 15% 28 10% 23% 3 
Leiden seb ere doeenauee 27% 7% 11% 6 2% 5% ee 
Purity Bakeries ................ 88% 55% 10% 15% ay 12% 1 
R 
Radio Corp. of Americe......... 69% 11% 27% 5% 18% 2% 10% 
Radio-Keith-Orpheum .......... 50 14% 4 2% 7% 1% 
Remington-Rand ............... 46% 14% 19% 1 71% 1 5% 
Republic Steel ................. 79% 10% 25% 4 18% 1% 11 
Reynolds (R, J.) Tob. Cl. B..... 585, 40 54% 32 40% 26%, 35%, 8 
go eee ae 56% 3% 42% 13 23%, 12% 225%  .80% 
cua hae chewessane 122% 38% 691, 3856 59% 80% 54 5 
foon Roebuck SS ae Pee 100% 43% 63% 30% 9% th 
BRE Ge ea aaiebes 18% 3% 11% 31% 5 1% 3 
Shell "Dnion Eo SaSeiss 40 tehes % 5% 10% 2% 8% 2% 1% 
Simmons Co, ..........- 94% 11 23% 6% 13 2% 11 
“kelly Oil Corp. ........ 42 10% 12% 2 5 2% 4% od 
Secony-Vacuum Corp ree 21 8% 12 5% 10% 80 
So. Cal. Edison ...............- 72 40% 541% 28% 32% 15% 2954 2 
Standard Brands ............... 29%, 14% 20% 10% 17% 8% 16 1,20 
Standard Gas & Elec. Co........ 129%, 53% 88% 25% 34% 1% 23% 2 
Standard Oil of peek anpusesk 15 42, 51% 23% 81% 15% 27% 2 
Standard Oil of N. J. ........... 84% 434% 52% 26 87% 19% 33% *2 
Stewart-Warner icbuasbis as $e 14% 21% 4% 8 1% 6% a 
Stone & Webster ............... 113% 87% 54% 9% 1 45 14% 
Studebaker Corp. .............. 47% 18% 26 9 18% 2% 9% 
T ° 
eee ae 6014 28% 36%, 9% 18% 9% 15% 1 
| Remas —~_ bess adore 67% ay, 55% 19% 23%, 2 
Texas Pac. . {aero ses 10 1T% 4% 8% 2% 6% 
Tide. Water Assoc. Oil........... 17% 5% 9 2 5% 5 
Timken Roller Bearing ......... 89% 401% 59 16% ™% 19% 1 
Underwood Elliott Fisher ....... 138 49 16% 13% 7 22%, 50 
Union Carbide & Carbon......... 106% 52% 712 £7% 86: 15% 28 1,20 
Union Oil of Cal 50 20% 265% 11 15% 18% 1 
18% 38% 9 33% 6% 
14% 28% 6 17% 6% 15% 
13% 31% ™m 14 3 12% 40 
46% 67% 17% 10% 
24% 87% 15% 22 20% 1.20 
50% 77% 20% 36% 13% 
18% 37% 10 18% ™ 15% 2 
36% 5% 11% 2 
11 20% 8% 10% 1% 1% 
17% % 12% 22 10 18% a 
194% 152% 52% 21% 45 
1 $1 1% 10% 1 6% 
443, 76% 11 233, 5% 18% 
26% 46% 3% 8% 1% ™ 
9 20 2% 4% 35% 
122% 150% 3814 50 12% 40' 
Brake......... 52 31% 11 18% 9 5Y% 1 
Westinghouse Elec. & Mfg...... 201% 107% 22% 4314 15% 35% 
White Motor .........-...s005..: 43 ™ 27% 6% 
Woekwerth Co, (F. Ay ies Sicwm 6 170% 51% BR * 8% a 40% 2.40 
orthington Pump ach...... 
Wrigley (W., Ir.) .....ccceee eee 81 65 80% 46 67 25% 40% 8 
Tt Bid Price. § Payable in stock. ‘* Including extras. Old stock. 
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Ten Outstanding Investments in Common Stocks 
(Continued from page 663) 








National Steel Corp. 





HILE the National Steel 

Corp. must be con- 

sidered a child of the 
late-lamented boom era, for it was 
born towards the end of 1929 as 
a consolidation of Weirton Steel 
Co., Great Lakes Steel Corp. and 
others, the company has proved 
itself to be singularly free of those 
unsoundnesses which were all too 
prevalent at the time of its birth. 
Gradually acquiring other com- 


PRICE SCALE 


NATIONAL STEEL CORP. 


On the other hand, it seems 
clear that if the company 
can make money under the pres- 
ent deplorably depressed condi- 
tions existing in the steel indus- 
try, it would do really well with 
but moderate general improve- 
ment. It is this situation that 
current prices are discounting in 
part. Additional favorable fac- 
tors are to be found in the com- 
pany’s conservative capitalization 
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2 and strong financial position. 





panies, National Steel is a com- 
pletely integrated unit, having its 
own coal and ore reserves, its own mills and shops and, 
in its own ships, a transportation system. Main plants are 
located at Buffalo, Weirton and Detroit. The last named 
location is particularly important because of the great ad- 
vantage it affords in transportation costs over competitors 
less favorably situated in relation to the automobile center. 

That National Steel is in an exceptional position, per- 
haps may be best grasped from the fact that it is the only 
important company in the industry still operating profitably 
and paying a dividend on its common stock. Not, of 
course, that it has entirely escaped the common suffering. 
Earnings have declined and the payments to stockholders 
have been reduced. But, that there has been any profit and 
any dividend at all, is quite remarkable. For the years 
1930 and 1931, the company reported earnings equivalent 
to $3.91 and $2.06 a common share respectively. For the 
first six months of the present year 53 cents a share was 
shown, comparing with $1.60 a share for the correspond- 
ing previous period. Dividends are currently being main- 
tained at the rate of 50 cents annually, thereby affording 
a yield of approximately 2% at present prices around $25 
a share. 

This return is not a particularly liberal one. Moreover, 
it will not be covered, if at all, by a large margin in 1932. 


At the end of the past year, 
National Steel’s capitalization consisted solely of 2,156,832 
shares of no-par common stock, while funded debt was 
slightly in excess of $43,000,000. Current assets, includ- 
ing $3,755,774 in cash, totaled $35,344,875, whereas cur- 
rent liabilities amounted to $7,460,409. 

An important consideration in the near-term outlook for 
National Steel is the activity which may be expected from 
the automobile industry this fall. The prospect at the 
present time is that car output will increase rather better 
than seasonally. This, it is thought will be brought about 
by the spending of speculative profits garnered in the 
security and commodity markets and in a smaller degree 
by a moderate improvement in general business. The com- 
pany is also equipped to turn out structural steel and rails, 
both of which may register some betterment. 

In view of this not entirely unfavorable near-term pros- 
pect and remembering that the steel industry must ulti- 
mately improve greatly, it is our belief that National Stéel 
common will not prove to have been as over-priced as it 
appears at the moment. Even at the present time, it is 
certainly a great deal cheaper than the stocks of many other 
steel companies which are running up staggering deficits, 
and for those desiring representation in a basic industry it 
is not an illogical choice. 
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Price Adjustment Plays Major 
Part in Business Recovery 
(Continued from page 645) 








Except in the event of a major crop 
disaster in some portion of the world, 
a rise of material proportions in the 
wheat market appears unlikely; and if 
it occurred the effect would be to add 
still further to our surplus holdings. 
Demand for refined copper in this 
country remains stagnant, domestic de- 
liveries this year having run at but lit- 
tle more than half the rate of 1931. 
Stocks of refined copper in North and 
South America are reported in excess 
of 600,000 tons, the largest surplus 
ever held. The actual surplus is not 
the only factor making for low price. 
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Vast potential production at low cost; 
especially in Africa, appears to be a 
permanent obstacle to a recovery of 
levels formerly regarded as normal. 
There is an outstanding bright spot 
in the commodity picture, regardless of 
these uninspiring statistics. We have 
had to revise our ideas extensively re- 
garding “normal” prices, but so have 
conceptions of “normal” costs been 
revised downward. Most industries 
have learned lessons of cost reduction 
undreamed of in 1929. This change, 
of course, is not uniform. It is not 
subject to any statistical measurement. 
No one knows its possible limits, but 
it is almost certain that in most indus- 
tries those limits have not been reached. 
On the basis of the fragmentary evi- 
dence available, it does not appear 
fantastic to look forward to a future in 
which, for example, cotton will be 
grown profitably at 7 cents a pound, 
wheat at 50 cents a bushel, and copper 


be produced will moderate profit at 5 
or 6 cents. If technological progress 
and cost adjustment can carry us in 
that direction, is not such a solution 
preferable in the long run to infla- 
tionary advance? 

Cost adjustment, unfortunately, is 
not all of the story. The disastrous 
trade consequences of the present price 
situation can be attributed as much to 
the striking price distortions existing 
between various commodity groups as 
to the low level of prices itself. Some 
commodities are too high in relation to 
others. Regardless of valid causes, the 
effect is to strangle trade. If, for-ex- 
ample, a tractor cost twice as much 
wheat now as in 1929, the farmers will 
be able to buy few tractors. 

So obvious an impasse to dynamic 
business revival need not be considered 
in greater detail. Suffice it to point 
out that farm products, as measured by 
the price index of the Department of 
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INVESTORS and TRADERS 
A Chart 


showing the trend of security 
prices and business indices since 
1919 has just been compiled, 
and every trader and investor 
will find it of particular value. 
A copy can be had, without ob- 
ligation, by writing for Chart 
“MG.” 
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The Cudahy Packing Company 

Chicago, Ill., Sept. 20, 1932. 
The Board of Directors has this day declared the 
regular semi-annual dividend of three per cent. 
(3%} on the 6% Preferred Stock of the Company 
and three and one-half per cent. (344%) on the 75 
Preferred Stock of the Company, payable November 
1, 1932, to stock of record October 20, 1932. Also 
the quarterly dividend of sixty-two and one-half 
cents (62%c) per share on the Common Stock of 
the Company ($50.00 par value), payable October 

15, 1982, to stock of record October 5, 19382. 
A. W. ANDERSON, Secretary. 


AIR REDUCTION CO., INC. 


Lincoln Bldg., 60 East 42d St., New York. 
September 14, 1932. 
DIVIDEND NO, 62. 

The Board of Directors of this Company has 
declared the regular quarterly dividend of $.75 per 
share on the Capital Stock of the Company, pay- 
able October 15, 1982, to stockholders of. record 
September 30, 1932. 

R. B. DAVIDSON, Secretary. 











BAYUK CIGARS INC. 


PHILADELPHIA 
A quarterly dividend of 134% on the First 
Preferred stock of this corporation was declared 
payable October 15, 1932, to stockholders of rec- 
ord September 30, 1932. Checks will be mailed. 
John O. Davis, Secretary 
September 16, 1932. 








MAGMA COPPER COMPANY 
Dividend No. 44 


A dividend of Twelve and One Half Cents per 
share has been declared on the stock of this Com- 
pany payable October 15, 1932, to stockholders of 
record at the close of business September 30, 1932. 


HR, B. DODGER, Treasurer. 
Datel, September 15, 1932. 
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Labor, stood at an index figure of 63.5 
in August, 1931, and at 49.1 in August 
of this year. During the same period 
the decline in the general commodity 
average was only from 72.1 to 63.2. 
Moreover, finished products during this 
period declined only from 76.4 to 70.7. 

In the recent general commodity 
rally prices of raw materials and espe- 
cially of farm products have tended to 
advance somewhat faster than the gen- 
eral average. This aspect of the move- 
ment, narrowing at least slightly the 
discrepancies existing, is the most hope- 
ful development now taking place. 
Nevertheless, the remaining gap is a 
serious one. It probably will require a 
substantial period of time either for 
business to become adjusted to some 
degree of permanence in changed price 
relationships or for those relationships 
to adjust themselves on a basis which 
will re-open the process of exchange. 
The ideal adjustment, and one not at 
all improbable, would be moderately 
higher prices for raw materials and a 
gradual lowering of prices of finished 
goods. 

The business importance of price 
maladjustment can scarcely be over- 
estimated. The millions engaged in 
production of raw materials, and par- 
ticularly of farm products, have a level 
of purchasing power well under that of 
1913, but the general cost of living re- 
mains much higher than in 1913. In- 
deed, the Department of Labor's Cost 
of Living Index, with 1913 taken as 
100, stands today at 135.7. Clothing 
is still 27 per cent above the level of 
1913; rents are 27 per cent above 
1913; fuel is 50 per cent above 1913; 
house furnishings are 53 per cent 
higher than in 1913; while such mis- 
cellaneous items as doctors’ fees, mo- 
tion picture theatre admissions, laundry, 
tobacco, ‘toilet articles and telephone 
rates are twice as high as in 1913. 

More deflation in those products and 
services which remain out of line will 
help, rather than harm, the long term 
business prospect. 








Will Steel Regain Its Former 
Place? 


(Continued from page 649) 








and motive power, granted their ability 
to purchase it. 

The motor industry will, I am con- 
vinced, continue to be a large user of 
steel and will take increasing tonnages 
as the demand for cars increases with 
any betterment in economic conditions. 

But it must be borne in mind that 
no one foresaw, visualized, in 1921 the 
great building program that started 
about that time and continued for 
years. And it is my opinion that some- 


ag in the next few years will arise 
a demand from some industry whi 
cannot be anticipated today. eae 

Finally, there is one source of de- 
mand that must be reckoned with 
which under the classifications comes 
under the head of “Miscellaneous.” 
Demand from this source has always 
absorbed a considerable proportion of 
all the steel made, using it up in the 
form of wire fencing, tools, nails and a 
thousand other items. This demand 
fluctuates very directly with business 
conditions as a whole and may be de- 
pended on to absorb quite large addi- 
tional tonnages of steel when the afore- 
said business conditions warrant. 

Steel production this year is likely 
to approximate the level of 1908, one 
of the worst years since the start of the 
century, when output was only 14,023.- 
000 tons. It will certainly fall far below 
the 19,783,000-ton figure of 1921, the 
worst year since the war. Incidentally 
production nearly doubled between 
1921 and 1922 which year saw 35.- 
600,000 tons produced. It will be less 
than half the 31,300,000 tons produced 
in 1913, a reasonably pormal pre-war 
year. Obviously, if Se admits the 
premise that the steel industry is an 
essential element in our present eco- 
nomic scheme and must suffer or bene- 
fit as business on the whole suffers or 
benefits then it is plain the turn in 
business when it comes will bring with 
it a very sharp upturn in the demand 
for steel. 








Readers’ Forum 
(Continued from page 668) 








comparatively little publicity given to 
the activities of Banking and Industrial 
Committees, that have been organized 
in various Reserve Districts for the pur- 
pose of aiding in the restoration of 
prosperity. These committees have the 
power, by the intelligent and rigorous 
use of their opportunities, to restore the 
capitalistic system to a state of nor- 
malcy. An initial step has been taken 
in the right direction by advocating a 
plan which requires all United States 
buyers and sellers, without exception, 
to give and take credit where time 
credit terms of sale are established. 
These committees, to achieve success, 
must recognize that the price system is 
basic. If time terms are extinguished 
as the conventional system, the prac- 
tice obviously prohibits the use of the 
trade acceptances. It is a condition 
where both cash terms and trade ac- 
ceptance terms cannot function or exist 
contemporaneously. If the uneconomic 
cash system is to prevail, it is a waste 
of effort to undertake to introduce 
trade bills. On the other hand, when 
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Profit Through Current 
Market Movements 


W EDNESDAY, September 21, when the market broke out of its narrow 

trading range and surged upward, subscribers to THE INVESTMENT 
AND BUSINESS FORECAST were not left wondering what to do. Through our 
Trading Advices, we wired them to buy four stocks. They acted with the 
security of knowing that the commitments were under our constant super- 
vision and they would be telegraphed when to close out at the most advan- 


tageous levels. 


17 Points Profit—No Losses 
from Previous Trading Campaign 


Over 46% Profit to Date This Year 


Our previous trading campaign—consisting of commitments in U. S. Steel, DuPont, Gen- 
eral Motors and Public Service of New Jersey—was completed Thursday morning, Septem- 
ber 15. More than 17 points profit with no losses was the result, bringing the total profits 
to date this year to over 46%. This record is an illustration of the consistently satisfactory 


service we render. 
More Substantial Profits Ahead 


With indications that the permanent upturn has been made, tremendous profits—those of a 
lifetime—are in store for the properly guided investor, semi-investor and trader. As the 
outstanding issues selected by our market and security specialists establish basic bottoms they 
will be recommended to Forecast subscribers at attractive prices. — Investment, dividend- 
paying common stocks through our Bargain Indicator. — Sound, low-priced common stocks 
through our Unusual Opportunities. You may also profit through the intermediate swings 
by following our Trading Advices. 


With a capital or equity of $1000, you can take full advantage of our Trading Advices or 
Bargain Indicator. $500 is sufficient for our Unusual Opportunities. 


Mail the coupon below with your remittance—TODAY. 


Se This Complete Service for Six Months Only $75 * 








(a) 

Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


(b) 
Speculative Investments. 
Low-priced common. stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(c) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


MAIL THIS COUPON TODAY--—-——--—--——-—-—: 


Tue INVESTMENT AND 


Bustngess Forecast 


of 


The Magazine 


of 
Wall Street 


‘ree 


Address 
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OCTOBER 1, 1932 


in (c). 


Oct. ls 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that I am entitled to the complete service outlined above. ($137.50 will cover an 


entire year’s subscription.) 


(J Telegraph me collect your Trading Advices and thereafter as described in (a). 
ed ae a me collect your Unusual Opportunity recommendations and thereafter as described 
in ‘ 


O)Telegraph me collect your Bargain Indicator recommendations and thereafter as described 
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COLUMBIA 
UNIVERSITY & 


HOME STUDY COURSES 





Study Before You Invest 


UCCESSFUL investors are men who by 
study and wide experience have ac- 
quired a sound understanding of funda- 
mentals, and who select wisely from the 
opportunities of the time. No one without 
great experience by trial and error or 
careful study is competent to invest in- 
telligently. Chance rumors determine too 
many purchases of securities. 


The Columbia University course “Invest- 
ments” teaches fundamentals, It tells 
where to get reliable information and how 
to evaluate it. It covers the principles 
that underlie successful investment. It is 
a practical course written and taught by 
experienced, able men. It is an up-to- 
date service that should prove invaluable 
to everyone who invests or advises about 
investments. 


We shall be glad to send full information 
upon request. 








COLUMBIA UNIVPRSITY, Home Study De- 
partment, New York, N. Y. Please send 
me full getoemetinn ‘about Columbia Uni- 
versity Home Study Courses. I am in- 
terested im ‘the following —ee: 

Mag, W.S. 10-1-32 














CANADA DRY’ 


Ginger Ale, Incorporated 
A Delaware Corporation 


Dividend Notice 


At the meeting of the Board of Directors 
of Canada Dry Ginger Ale, Incorporated, 
held September 21, 1932, a regular quar- 
terly dividend of thirty cents ($.30) per 
share was declared, payable October 15, 
1982, to stockholders of record at the 
close of business October 1, 1932. 


R. W. SNOW, Secretary 








PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 67 


A regular quarterly cash dividend 
for the three months’ period end- 
ing September 30, 1932, equal to 
A of its par value (being at the 
—_ of ag “d annum), = = 


a of this ansen y by 

on October 15, 193, to sharehold- 
a of record at the close of busi- 
ness on September 30, 1932, The 
Transfer Books will not be closed. 
D. H. Foorz, Secretary-Treasurer 


San Francisco, California. 


$1,000 Is the Reward 
of saving regularly $10.00 a month for 
84 months, cee with dividends of ba 


— quarterly, wives P $1,000 
Call or write for 


SERIAL sivines INSTITUTION 








the regular established, time terms are 
permitted to function, the trade ac- 
ceptance will come into play auto- 
matically. 

Under date of June 6, 1932, George 
M. Reynolds, chairman of the Board, 
Continental Illinois Bank & Trust 
Co. of Chicago, writes as follows: 
“We all know that there is nowhere 
near enough money and that there 
never will be enough to finance pro- 
duction and distribution on a cash 
basis and on a scale that is made neces- 
sary by modern conditions.” 

When the facts are considered, the 
conclusion is inescapable, that the capi- 
talistic system, in order to survive and 
be restored to normalcy, must reinstate 
eligible credit as the conventional, pre- 
domfnant medium of exchange in the 
American credit system, thereby, estab- 
lishing a universal credit system, which 
is absolutely essential, to restore the 
gold standard as the world’s monetary 
system. “The Way to Resume is to 
Resume.”—WILLIAM J. DucGAN, St. 
Louis, Mo. 





The Balance Sheet of Business 
(Continued from page 639) 





rary, speculative advance, which we 
have seen in certain directions, is to re- 
strict world demand and further delay 
the basic solution. 

Finally, we have a surplus of human 
workers. At a minimum estimate, 10 
millions of persons are unemployed. 
Competent engineers believe that with 
our present technological knowledge 
and equipment it would be possible to 
get back to the production level of 
1929, without re-employing much more 
than half of the current total of: un- 
employed. A large proportion of the 
unemployed have by now used up all 
reserves. In the long run, this impor- 
tant group must either be re-absorbed 
into industry as the result of the de- 
velopment of a more modern system of 
distribution or be carried indefinitely 
as a sheer load on the backs of the em- 
ployed. In either event, the solution 
can only be slow and meanwhile the 
problem will exercise a clearly retard- 
ing influence upon purchasing power 
and business. 








Can Be 


What Done to 


Liquidate Private Debts? 
(Continued from page 642) 








handling the vast debts which Europe 
owes us. Tied up with this question is 
the tangle of trade barriers which has 
been thrown up throughout the world. 
The election may importantly change 
our tariff policies and in this respect, 
especially, is an uncertain business fac- 
tor. 

Perhaps the biggest problem to 
be solved before there can be a re- 
turn of satisfactory conditions is 
that of distribution. It is increasingly 
clear that the ancient problem of 
producing mankind's needed goods has 
been conquered. We have the facili- 
ties for producing far more than we 
can sell to the consumer. 

Excessive capacity, actual or po- 
tential, together with ever-growing 
technological skill, must inevitably tend 
to sharpen competition and _ restrict 
business profits. It is to be doubted 
that, with our last frontier gone and 
the growth of population checked, we 
can longer rely upon a natural growth 
of capital expansion to take up the 
slack. It appears probable that over 
the next few years we face a period 
of business reconstruction, rather than 
of fresh expansion in production. 

We have tremendous surpluses of 
many materials, notably copper, wheat, 
cotton, tin, sugar, coffee. There can 
be no real prosperity in these industries 
until the excessive accumulation of 
stocks is disposed of. Such surpluses 
definitely limit the possibilities of price 
advance. Indeed, the effect of tempo- 





probably have served to check the 
credit and currency panic. The situa- 
tion might have become much worse, 
but for them. Whatever the cause re- 
cession of commodity prices appears to 
have been checked. That is something. 

Another school of thought takes the 
position that even if credit is easy and 
abundant and money plentiful nothing 
will happen until business activity ‘s 
galvanized. Something must be done 
to start the utilization of money and 
credit, unless we choose to let the dis- 
ease take its course. Only government 
can do this. By creating a great de- 
mand for materials and labor, it is 
argued, new buying power and func: 
tion would be created, which would 
be a nucleus from which new business 
hopes, aspirations and plans would 
start, eventuating in business activity 
and better prices. Hence the R. F. C. 
and all its works. This proposal, how- 
ever, is a temporary expedient rather 
than a fundamental cure. It might 
start the upward slant of price levels 
but it has no guaranty of solving the 
debt problem by bringing prices back 
to the level on which the debts were 
contracted. 

The out and out currency inflation 
ists would solve the debts problem by 
hugely increasing the fixed supply of 
currency through direct governmenta 
action. Believing that prices are sim 
ply a reflection of the ratio between 
the amount of money and the volume 
and. velocity of business they would 
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keep on printing paper money until 
prices were back where they were. 
They would get this new money into 
circulation through various govern- 
mental outlets such as the immediate 
payment of the soldiers’ bonus, the dis- 
bursement of governmental funds in 
general and in payment for the con- 
struction of public works on a large 
scale. There is an important difference 
between expansion of Federal Reserve 
currency (which we have now) and 
the inflation of government notes, the 
latter being permanent and independ- 
ent of the fluctuating business demand 
for currency. 

A considerable part of our currency 
is now fixed and rigid. Congress re- 
cently authorized the national banks to 
issue about a billion dollars more of 
such currency, but made it retirable 
within three years. There is no ex- 
pectation that it will have much, if 
any spontaneous effect on price levels. 

The raising of prices by reducing 
the value of the monetary unit has 
been one of the outstanding character- 
istics of economic history. In fact, it 
has been said that the history of pros- 
perity is a history of monetary infla- 
tion, which has been often accomplished 
by short-weighting the standard of 
value. One king of France is said to 
have changed the weight of the lire, 
or French pound, 71 times in nine 
years. At the time of the French 
Revolution the franc was substituted 
for the lire, which then contained only 
1/78 of the amount of gold it had 
when it was originally adopted 400 
years before. The Roman Empire in- 
creased the alloy in its coinage to %, 
but the legal tender value of the coin 
remained unchanged. 

In our own day we have seen the 
financially strongest nation of Europe, 
France, reduce the amount of gold in 
its monetary unit by 75 per cent. This 
change was not made in order to 
change the price level, but to recog- 
nize the existing price level brought 
about by inflation of the currency. 
The business world said the franc was 
worth about 4 cents in gold and the 
government said the business world 
was right and made it 4 cents. Old 
debts became payable at a discount of 
75 per cent, the franc having been for- 
merly worth 19.3 cents. 

Most of the other European nations 
altered their coinage in much the same 
way as the French changed theirs. The 
United Kingdom is headed that way. 
To meet the present American situa- 
tion the device of coinage tampering 
would involve the reduction of the gold 
content of the standard dollar to about 
15 grains. That short-weight dollar 
would still be legal tender for 100 cents 
and all debts would be liquidated as if 
there had been no change. Except 
debts payable by special provision in 
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gold dollars of the present fineness; 
and there are few such obligations. As 
our price level is assumed to be too 
low in terms of gold, a dollar contain- 
ing less gold would result in a rise of 
prices. In this way old debts would 
be made endurable, first by reduction 
of the value of the dollar and second 
by rising prices. 

The same end could be reached, if 
the quantitative theory of money holds 
good, by increasing the volume of basic 
money by means of dilution with silver. 

If money is not somehow made less 
valuable, whether referring to actual 
money or credit money, the other vol- 
untary way of reducing the debt 
burden is through its direct reduction. 
It is hardly conceivable that this could 
be accomplished by statute. Reduction 
or forgiving of debts by universal gen- 
erosity of creditors is just as much of 
an idle dream. 

It all seems to come to this: that if 
prices do not spontaneously rise within 
a short time to something like post- 
war levels the monetary unit must be 
devalued or deflated by some sort 
of banking or legislative action— 
or readjustment must run its course 
through deflation. This means a 
long, tedious and painful process 
which will keep business in a turmoil 
of bankruptcy, receiverships, defaults 
and repudiations for many years, more 
bank failures; perhaps an incurable 
collapse of the credit structure. At 
present about all we are doing to at- 
tack the fundamental problem is to 
make money more plentiful by adding 
debt to debt. This will be a helpful 
cushion and will work out satisfactorily 
in the end if somehow prices take the 
upgrade, and quickly, of themselves. 
It may even stimulate a natural recov- 
ery. Otherwise we are only adding to 
a debt burden that will become heavier 
and heavier if prices decline still fur- 
ther. In that case we are merely piling 
up the difficulties of unregulated re- 
adjustment. 
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necessitate the spending of money for 
deferred maintenance of both equip- 
ment and roadway. 

It may be stated in passing that 
at this writing New York Central 
directors and officers are not in favor 
of borrowing money from the Recon- 
struction Finance Corporation for this 
purpose. Rather, they think that when 
a large deficit on fixed charges is still 
being shown they would not be justi- 
fied in borrowing money for mainte- 
nance of physical property, notably 
equipment, for which the need is not 
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immediately in sight. As a matter of 
fact, the management of this company 
only recently called back to work 
nearly 2,000 shopmen who had been 
laid off since August 1. The manage- 
ment believes that its equipment should 
be put in order as needed and the cost 
charged to maintenance in the regular 
way, even though this procedure might 
still further increase the deficit already 
reported or that might otherwise 
accrue. 

Reference has been made to the fact 
that the geographical location of New 
York Central Lines has not been 
changed in the last three years, during 
which their trafic and earnings, and 
those of every railroad in the United 
States, have slumped so seriously. 
Without going into great detail, it 
may be recalled that for years New 
York Central management has stressed 
the fact that it has the only “water- 
level route” from the Atlantic Seaboard 
to the leading points in the Central 
West. This ciaim can still be main- 
tained. New York Central Lines begin 
in the great metropolitan city of New 
York, stretch northward to Albany 
and to the Canadian border, and from 
Albany across the Empire State to 
Buffalo and on to Pittsburgh, Cleve- 
land, Chicago, Cincinnati and St. 
Louis, and all the places of smaller size 
and of less importance’ in between. 

Out of this vast and highly produc- 
tive area and from the important west- 
ern connections, notably Chicago and 
St. Louis, have come in the past the 
great volume of traffic that enabled 


New York Central to show large re- 
turns on its stock in anything like nor- 
mal years and to maintain an enviable 
dividend record. The proposed consol- 
idation plan for eastern roads gives the 
Virginian to the New York Central 
group. Acquisition of this road would 
not only supply a large additional ton- 
nage of bituminous coal but afford 
another outlet to the Atlantic Sea- 
board, as would be true, also, in both 
respects, of the acquisition of Lacka- 
wanna. 

The strategic outlet from Albany 
across New England to Boston, fur- 
nished by Boston & Albany, which has 
been under lease to New York Central 
for many years, should not be over- 
looked either in considering the terri- 
tory from which the New York Cen- 
tral may be expected to get its traffic 
in larger volume again as the business 
of the country revives. A glance at an 
official classification of its trafic for 
1930 will show the principal commodi- 
ties which New York Central Lines 
may be expected to transport in in- 
creased volume when that greatly de- 
sired change for the better in the eco- 
nomic situation in this country actu- 
ally arrives. 

The year 1930 is taken because New 
York Central officials think that the 
figures with respect to operation for 
that year were much more nearly nor- 
mal than for either 1929 or 1931. In 
1930 products of agriculture con- 
tributed 10,384,495 tons of the total 
freight trafic on New York Central 
Lines. The largest item in this classi- 


cation was wheat and flour 1,603,308 
tons, showing the importance of agri- 
cultural products in the company’s ag- 
gregate freight tonnage. Animals and 
products contributed 3,257,230 tons. 
Of this amount 769,135 tons repre- 
sented fresh meats. 

While New York Central in 1930 
transported over 10,000,000 tons of 
agricultural products it handled 87,- 
761,978 tons of products of mines,— 
59,449,342 tons of bituminous coal 
alone. That figure shows conclusively 
what revival of industry and of soft 
coal mining will mean to the traffic and 
earnings of the company that we are 
studying. Manufactures and miscel- 
laneous freight came second with 39,- 
654,692 tons, of which petroleum oils, 
refined and all other gasolines yielded 
4,336,931 tons. In 1930 New York 
Central’s aggregate freight traffic was 
150,049,279 tons. In 1931 it dropped 
to 113,945,490 tons, a loss of 36,103, 
789 tons. For the first 8 months of 
this year there was a further big 
shrinkage. 

Much has been said about the losses 
by death, in the last few years of prom- 
inent officials that New York Central 
has experienced. This situation has 
been overcome to a great extent. It 
is important to know that F. E. Wil- 
liamson, president, fully restored in 
health, has resumed his duties, after an 
illness of several months. 

The foregoing gives a rough outline 
of the situation out of which the New 
York Central management expects to 
find its way back to prosperity. This 
does not necessitate a return to the 
1929 level of earnings, equivalent to 
$16.70 a share, but to that. of either 
1928 or 1930, in which net income was 
equivalent to $7.21 a share. ‘It will 
be some time, in all probability, before 
New York Central stockholders, or 
those of any other important system, 
receive dividends again at the rate of 
$8 a year, that was paid by that com- 
pany before the reduction began. 

In view of the unfavorable results 
for 1931 and for the first eight months 
of this year doubt has existed in the 
minds of some observers as to the 
ability of New York Central to “come 
back.” Its officials suggest that in 1914 
and again in 1921 the company was 
more heavily in debt than it is now and 
that its short-term obligations were 
liquidated within a surprisingly short 
time. They believe that this feat can 
be performed with respect to short-term 
borrowings now outstanding. 

Briefly the following is the present 
financial position of New York Central, 
the results up to August 31 and the 
outlook for the rest of the year. On 
that date deficit on fixed charges was 
approximately $16,000,000. _Total 
fixed charges for 1932 will be in the 
neighborhood of $62,000,000, of which 
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ing the past six years it has expanded 
its activities into the chain field on a 
wide scale, and, at the present time, the 
store division accounts for over 50% 
of the total business. Earning power 
was fairly well maintained until the 
current year, when the company felt 
the full force of the depression. For 
the 28 weeks ended July 16, 1932, 
there was a net loss of $2,893,734 after 
all deductions, comparing with a profit 
of $6,008,483 in the corresponding 
period of 1931. Sales during this 
period fell off 21.18%. Despite the 
company’s rapid turnover, it was uh- 
able to avoid inventory losses because 
of the precipitate drop in prices. 
Mark-downs in the retail division alone 
for the period amounted to $4,600,000, 
‘which is approximately $2,500,000 in 
excess of what normal mark-dowfs 
should be on the volume of business 
transacted. In other words, if it had 
not been for the inventory situation, 
the company would have approximately 
broken even. For a long period of 
years, Sears, Roebuck has shown ex: 
cellent earning power, and even in 
1931 net income was $12,169,000 
equivalent to $2.47 a share on the 
stock. Balance sheet as of December 
31, 1931, discloses a strong financial 
condition with current assets of $117,- 
536,000 compared with current liabili- 
ties of $25,266,000. There is no 
funded debt, entire capitalization con- 
sisting of 4,920,530 shares of common 
stock of no par value. Admittedly 
lower prices than are now quoted for 
Sears, Roebuck common are probable 
in sympathy with general market 
trend; but since you are not particu- 
larly interested in day-to-day price 
changes, you are justified in retainifg 
your stock for we consider the long 
term outlook satisfactory. The com- 
pany's wide-flung sales organization, 
with the rapid turnover in inventory 
enables it to have on hand the kind 


of merchandise that is most salable, 
and it should obtain a full share of an 
eventual improvement in general busi- 
ness. 


PULLMAN, INC. 
In view of the fact that Pullman is sell- 
ing close to its 1932 high, my broker 
strongly advises me to close out my 125 
shares purchased last year at slightly 
higher levels. I am loath to do this, how- 
ever in view of Pullman entering the air 
conditioning field. It seems to me that this 
field will open up tremendous possibilities 
in addition to their business. I would ap- 
preciate your opinion before I act.—A. M. 
M., Hartford, Conn. 


Operations of Pullman, Inc., for the 
quarter ended June 30, 1932, incurred 
a deficit of $1,265,918, which compares 
with a net loss of $878,169 in the pre- 
ceding quarter and profits of $495,563 
or 13 cents a common share in the 
June quarter of 1931. Consolidated 
income report for the six months ended 
June 30, last, revealed a loss of $2,144,- 
087 in contrast with net income of $1,- 
075,086 equal to 28 cents a share on 
the common stock in the initial half of 
last year. Activity in the manufactur- 
ing division doubtless will be increased 
by the installation of air conditioning 
equipment in Pullman cars, but con- 
tinued curtailed purchasing power of 
the public will likely restrict income de- 
rived from the operation of its de luxe 
travelling, sleeping and dining services, 
despite economies effected in that de- 
partment. Thus, a sizable loss is indicat- 
ed for the full 1932 year, a factor that 
will likely necessitate a revision of divi- 
dend policies on the common stock. 
Nevertheless, a study of the financial 
structure of the company lends basis to 
the belief that Pullman is well able to 
cope with an extended period of cur- 
tailed business activity. The current 
position of the company at the close 
of 1931 was exceptionally strong. Cash 
and Government securities stood at 
$39,342,386 while total current assets 
amounted to $82,393,851 against total 
current liabilities of $14,058,045, leav- 
ing net working capital of $68,335,806, 
against $72,735,912 a year earlier. The 
decline in working capital during the 
year was attributed to an investment in 
the company’s own stock and in affli- 
ated companies, as well as a payment of 
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dividends in excess of actual earnings. 
The capital obligations of the company 
are confined to 3,675,000 shares of no 
par common stock, the company being 
free from funded debt and bank loans. 
Consequently stockholders of the com- 
pany stand to benefit directly from 
earnings improvement that will evi- 
dence itself on general business re- 
covery. We therefore counsel retention 
of Pullman common, on a speculative 
basis. 
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shows a slight contra-seasonal gain, 
apparently reflecting a better consumer 
demand for the cheaper cars. - Septem- 
ber production of the most popular 
General Motors’ car, for example, is 
higher than that of August. 

Such lighter industries as textiles and 
shoes show continued activity although 
the question of interest now is not 
whether this will be extended in com- 
ing weeks, but whether it can be main- 
tained at the present level. Improve- 
ment in general business thus far rests 
very largely upon these industries. 
Their activity has not yet been reflected 
in conclusive fashion in the consuming 
markets. Indeed, the evidence indi- 
cates that the general level of retail 
trade in August fell to a new low. 
Since Labor Day, however, there have 
been scattered and inconfplete reports 
of much improved store sales. 

In certain individual localities there 
have been sharply marked gains in em- 
ployment, especially in districts heavily 
interested in the textile industry. In 
the aggregate, however, the most recent 
statistics of the United States Depart- 
ment of Labor show scarcely more than 
that the acute slump in employment 
now appears to have been checked. For 
the country as a whole the August gain 
was not quite up to seasonal propor- 
tions and accepted indexes of total pay- 
rolls fell to a new low for the depres- 
sion, although by a small margin. The 
preliminary indications, however, point 
to a better showing in the September 
figures. 

In one outstanding aspect of the eco- 
nomic scene there can be no doubt 
whatever of major improvement. The 
credit structure not only has been vastly 
strengthened since midsummer but is 
steadily growing stronger. Currency 
circulation, which usually increases at 
this season, is declining week by week 
and each week sees an important addi- 
tion to our gold reserves. Relaxed 
credit tension and increased investment 
confidence is reflected in new high 
prices for the best grade bonds. 
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HESE are standard books published by THE MAGAZINE OF 
WALL STREET on modern security trading and investing. Writ- 
ten in a concise, easily understandable, manner they give you 
the result of years of research and successful market operation— 
the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 1) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No.3) How to Invest for Income and Profit 


Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE OF WALL STREET base their judg- 
ment in the selection of securities, 
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(No. 5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


Necessary Business Economics for 
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Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 
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The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 





The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 














Individual Price of 
Each Book ... $2.25 
When Sets of 2 or 


More Books Are 
Ordered. Each.. $1.50 


Special Offer 


Complete Library of 
Entire 8 Books. 


$10 






































CLIP OUT AND MAIL THIS COUPON TODAY 


SSeS SSS SSS SSS SST SS SSS SCS SSS SSS SS SSS SS SSK SSS SSS SSS SSSSSSSS BTSs 
October 1 


LEASE send me books as listed above: Nos. 1-2-3-4-5- 

6-7-8. (Simply check books desired, remitting $2.25 if 
only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 


THE MAGAZINE OF WALL STREET, 
90 Broad Street, New York, N. Y. 


PLEASE send me your complete library of 8 Standard 
Books on Security Trading and Investing. 


($10 Enclosed. Enclosed. 


Address 


(] Please mail me, without obligation, your descriptive book circular. 














Forestalling Further Shrinkage — 
Regaining Your Original Investment Capital 


The preservation of your present investment capital is of vital 
importance if you are to regain, assuredly, and most speedily, the 
original value of your portfolio. 


Of course, the period of declining security prices which we have 
been experiencing is going to end. But only those investors with 
liquid resources and high grade, marketable securities will be in 
the position to take full advantage of the opportunities which will 
accompany the definite upturn. 


It is our business to keep in closest touch with the whole field of 
security markets and with all factors having a bearing upon them. 
The primary purpose of our counsel is to safeguard our clients’ 
principal, looking ahead to the time when the inevitable turn may 
be capitalized to the greatest advantage, consistent with sound 
investment procedure. This is accomplished by a continuous 
service, carefully developed to meet the needs of each individual 


client. 


Through this personalized counsel we can work with you in avoid- 
ing unnecessary losses and in more speedily building up and main- 
taining the value of your portfolio, as well as the income there- 
from. Our service will provide thorough analysis and continuous 
watching over your holdings—and specific advices, without your 
having to ask, whenever we believe a security should be bought, 
sold or switched. 


We shall be glad to show you how our service can be fitted to your 
requirements if you will acquaint us with vour present holdings, 
the amount of your liquid capital, and your particular investment 
needs. There will be no cost or obligation—and the information 
you submit will be held in absolute confidence. Your consideration 
may very readily represent the first step in the safer and more 
profitable operation of your account. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 BROAD STREET NEW YORK, N. Y. 














